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AIR FORCE AND NAVY ROCKET LAUNCHER 
PROCUREMENT 


WEDNESDAY, MAY 2, 1956 


Howse or REPRESENTATIVES, 
SuBcOMMITTEE ON MILiITary OPERATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, at 10:05 a. m., 
room 1501, New House Office Building, Representative Chet Holifield 
(chairman) presiding. 

Present: Representatives Holifield, Griffiths, Riehlman, and Lips- 
comb. 

Also present: Michael Balwan, staff director; Herbert Roback, di- 
rector of investigations; Earl Morgan, investigator; James Eckhart, 
assistant counsel; Carey Brewer, senior defense specialist ; and Robert 
McElroy, investigator. 

Mr. Houtrreip. The subcommittee will be in order. 

Gentlemen of the Air Force, the committee appreciates your appear- 
ance here this morning in response to our letter of inquiry. As you 
gentlemen probably know, this committee has been interested in the 
subject of Air Force procurement in several fields. This is one of 
the fields that we have been interested in for 2 or 3 years. 

Last November 10 after awarding of contracts for the MA-3 rocket 
launcher, I sent a telegram to General Rawlings in which I asked 
that any future price changes or requests for revisions in the contracts 
as let to the firms of Weatherhead and Polan be communicated to this 
committee. I asked that action taken in the small business field be 
communicated to us. We will convey to your our understanding of this 
subject and our interest in it, and after Mr. Morgan gives you an 
accounting of our background interest in this matter, we will be pre- 
pared to receive such testimony as you will wish to give and the com- 
mittee members will probably want to ask some questions. 

Mr. Morgan, at this time will you convey to the gentlemen our 
knowledge of the problem ? 

Mr. Moraan. In the early part of 1955, the Department of the Air 
Force generated a requirement for approximately 300,000 expendable 
airborne 2.75-inch rocket launchers. The launchers are capable of 
being jettisoned after firing the seven rockets. 

On July 14, 1955, the Air Force agreed with the Small Business 
Administration that 50 percent of the total quantity to be procured 
should be reserved for negotiation with small business exclusively. 

On July 18, 1955, IFB No. 33-600-56-3 was issued to 281 bidders, 
including both large and small business concerns. 
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On August 2, 1955, amendment No. 2 extended the bid opening date 
from August 17 to August 31. 

On August 19, 1955, amendment No. 4 was issued. This amendment 
further extended the opening date from August 31 to September 15, 
1955. 

On September 15, 1955, the bids were opened. Connecticut Tele- 
hone & Electric Corp. was the lowest bidder. On the basis that the 
vidder failed to acknowledge receipt of all amendments, the Judge 

Advocate was requested to render an opinion as to whether or not the 
low bid was responsive. This was on September 20. 

The Connecticut Telephone & Electric Corp. first made a strong 
plea for the award of the contract on the basis of their low bid, but 
2 weeks later requested without explanation that their bid be with- 
drawn. 

Three days after the requested withdrawal, the Judge Advocate 
rendered a firm decision that the bid of Connecticut_ Telephone & 
Electric Corp., was nonresponsive. This was October 7, 1955. 

Weatherhead: On October 10, 1955, the Cleveland Air Procure- 
ment District was requested (by AMC) to prepare a facility capa- 
bility report (FCR) on the Weatherhead Co., which was the next 
low bidder. 

The FCR was submitted on October 26, after receiving a 5-day time 
extension, by Cleveland APD. The report was negative on the ques- 
tions of contractor’s ability to meet delivery sc hedule and the avail- 
ability of the contractor-furnished material and contractor-furnished 
parts. The report by the Cleveland APD further indicated the 
CAPD did not consider it to be in the best interest of the Air Force to 
award this procurement to the Weatherhead Co. at this time. 

On November 3, 1955, three individuals from AMC, Messrs. Rush, 
Patch, and Lt. Kirkpatrick, were sent to Cleveland to visit the 
Weatherhead Co. and talk with the FCR team in an effort to change 
the negative FCR to an affirmative one. After aoe a short time 
(one and one-half hours according to Mr. Weir, CAPD) at the Weath- 
erhead plant, the AMC team concluded that a resurvey of Weather- 
head by the FCR team was not necessary and that it would delay 
award of the contract unnecessarily. 

The AMC team recommended that the requested over-ride of the 
negative FCR be approved and the contract awarded to the Weather- 
head Co. 

Major Shoemaker, Acting Chief, Cleveland Air Procurement Dis- 
trict, stated to the AMC team that it would not be possible to change 
the FCR without a resurvey of the bidder by CAPD personnel. 

The Facility Advisory Board, CAPD, upheld the negative FCR 
in its meeting of October 21, 1955. In the Board’s summary state- 
ment on October 26 it stated: 


Insufficient lead time for bidder to produce per required schedule. 


On November 7, 1955, General Mitchell, Deputy Director for Pro- 
duction, authorized the buyer to proceed to award a contract to the 
Weatherhead Co. on the basis of the trip report submitted by Mr. 
Rush and Mr. Patch. 

On November 8, 1955, AMC notified Weatherhead by letter that a 
contract in the total amount of $3,067,001.34 ($20.46 per unit) was 
awarded to Weatherhead. 
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Under the terms of the contract, paragraph (d) of clause M, 10 
launchers which had been subjected to the qualification tests and 10 
untested launchers were to be delivered to the Air Force within 120 
days after date of the award, or March 8, 1956. 

As of today, May 2, the launchers subjected to the qualification tests 
have failed to meet specifications and the contractor is delinquent in 
meeting the delivery schedule for the 20 preproduction samples to the 
Air Force. 

The monthly production progress report on the Weatherhead Co. 
for the month of March 1956, dated April 13, 1956, states that subject 
contractor became delinquent on March 9, 1956. The previous prog- 
ress reports submitted on Weatherhead for the months of December 
and February—there not being one shown for the month of January— 
predicted that the contractor would become delinquent on March 9, 
1956. 

Polan Industries: On November 8, 1955, requests for proposals 
were mailed to 25 small-business contractors that might be interested 
in the reserved portion of the procurement. 

Of the 16 proposals received on November 28—which was the return 
date—Polan Industries and P. & J. Engineering, Inc., appeared to be 
low bidders with proposals of $20.35 and $20.38, respectively. The 
Polan proposal contained a unit price quote of $20.45 with a one-half 
of 1 percent discount if cash payment was made by the Air Force 
within 10 days. This cash discount reduced the unit price to $20.35 if 
the discount was effected by prompt payment. 

On December 7, 1955—the day after the FCR by Polan was sub- 
mitted—Polan, by letter, reduced the proposed unit price by $0.10 
resulting in a quote of $20.35 less one-half of 1 percent, payment 
within 10 days, or $20.25 if discount taken. (The staff understands 
that no other bidder was given an opportunity to revise this proposal.) 

A favorable facility capability report (FCR) was submitted on 
Polan Industries on December 6, 1955, and the contract awarded on 
December 9, 1955. 

No negotiation was attempted with any of the other bidders with 
the exception of Eastern Rotocraft Corp., Doylestown, Pa. Negotia- 
tion was attempted with this company on the basis that the area in 
which it was located had been declared a disaster area by the Presi- 
dent. This company had submitted a proposal of $21.852 per unit. 

The Air Force advised the staff that additional consideration was 
given Polan Industries because it was located in a labor surplus area 
and had been designated by the industrial mobilization group as a 
planned source for this item. 

Small business policy: The policy of Congress as expressed in the 
Small Business Act of 1953 recites that the Government should assist 
and protect the interest of small business to insure that a fair propor- 
tion of the total purchases and contracts for supplies and services for 
the Government are placed with small business. 


Department of Defense instruction No. 4100.9 dated November 14, 
1955, states : 


It is the general policy of the Department of Defense to consult and cooperate 
with the Small Business Administration in assisting small business concerns to 
participate in defense procurement. All policies and programs toward this end 
suggested by the Small Business Administration will be given due consideration. 
In general, the following principles will be used—and here I have omitted the 
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first two (A) and (B)—in the evaluation of such suggestions; the suggestions 
will (c) recognize that the primary consideration and procurement responsibility 
of the Department of Defense is securing contract performance or deliveries at 
the time, in the quantity and of the quality required by the defense program ; 
and (d) will, if possible, result in benefits to the Department of Defense such 
as additional sources of supply or more efficient or better dispersed sources, * * * 
there is more, but it is not applicable to this point. 

The action of the Air Force in setting aside for small business 50 
percent of the total procurement was allegedly in conformance with 
the above policies. 

Polan subcontract with Weatherhead: Mr. J. W. McKenzie, man- 
ager, special products sales, Weatherhead Co., advised the staff on 
April 25, 1956, that his company and Polan Industries had entered into 
a definitive agreement on February 22, 1956, whereby Weatherhead 
would produce all parts of the launcher except the forward and aft 
fairing assemblies. 

The question as to which firm will do the packaging is still in doubt 
but Weatherhead is considering performing this part of the contract 
for both firms. If this is done it will result in about 80 percent of the 
Polan contract being performed by Weatherhead and only 20 percent 
by Polan. The staff has received a further allegation that Polan is 
subcontracting or planning to subcontract to still another firm for the 
fairing assemblies. 

This would mean that then 0 percent of the Polan contract would 
be performed by Polan at Huntington, W. Va. 

Mr. McKenzie further stated to the staff that Weatherhead had 
quoted prices to six of the small business contractors prior to the 
award of the reserved portion. These quotes were allegedly on all 
metal parts and fairing assemblies involved in the production of the 
launchers. The quotes were said to be approximately $1 million ia 
total amount. 

It was stated by Mr. McKenzie that the initial contact with Polan 
was by Mr. J. F. Goheen on November 22, 1955, via telephone con- 
versation. Mr. McKenzie stated that he had conferred with Mr. 
Goheen on that date. A subcentract proposal was allegedly mailed 
to Polan on the following day, November 23. 

Mr. Polan allegedly visited the Weatherhead office in Cleveland on 
either December 18 or 19 to discuss a subcontract for the major parts 
involved. It is the understanding of the staff that in view of the sub- 
contract agreement between Polan and Weatherhead a production line 
has not been established at Polan Industries. 

It is also the staff’s understanding that the Air Force became aware 
of the proposed subcontract arrangement between the two contractors 
not later than January 25, 1956, as evidenced by the trip report sub- 
mitted on that date by Maj. Arthur L. Singer, AMC. 

In his report Major Singer indicated that Weatherhead might per- 
form all of the Polan contract except the packaging. The report also 
stated that Polan was not proceeding with tooling nor clearing space 
in their plant for this contract pending the outcome of negotiations 
with Weatherhead. (This was 1144 months after award of the con- 
tract to Polan.) 

The Singer report further stated: 


After a survey of the Weatherhead facility and the company’s progress to 
date, it is still the opinion of this officer, as previously expressed relative to the 
FCR, that the contractor will experience no difficulty in furnishing the prepro- 
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ducticn samples as scheduled. Immediately on return from this trip, discussion 
with personnel at this headquarters in the Aeronautical Equipment Division, 
Small Business Office, Staff Judge Advocate and Industrial Resources, disclosed 
no objection to the working arrangement contemplated by the contractors men- 


tioned. 

These statements were made in spite of the declaration by Polan 
that only 22 percent of the contract would be sihecntmasidtond in 
direct conflict with the production progress report submitted by 
Mr. G. F. Noel, Cleveland APD, production specialist, which stated— 
and Mr. Noel is a production specialist—contractor “anticipated to 
become delinquent on March 9, 1956.” And in concluding: 

Taking all factors into consideration delivery of the first 20 units will not 
be accomplished until May 1956. 

It is to be noted that the Noel report was dated January 12, 1956, 
only 13 days prior to Major Singer’s report. 

It is now the staff’s understanding that two batches of preproduc- 
tion samples have been tested at the Wyle Laboratory at El Segundo, 
Calif. and that both batches have failed to pass the qualification tests 
and both contractors are now delinquent. 

Mr. Hotirtetp. Were these batches that were tested ostensibly from 
both the Polan and Weatherhead companies ? 

Mr. Morcan. The first batch was indicated as being Weatherhead 
launchers and the second batch as being Polan launchers but both were 
produced by the Weatherhead Co. 

Mr. Houtrtevp. Mr. Balwan/ 

Mr. RieutmMan. Mr. Chairman, before you start, is there a repre- 
sentative of Small Business Administration here this morning? 

Mr. Hottrtetp. No. 

Will you gentlemen raise your right hands?) Which ones do you 
want ¢ 

Mr. Batwan. I want all the witnesses whom the subcommittee had 
summoned for the hearing. Colonel Wilson, Major Shoemaker, Major 
McGowan, Lieutenant Kirkpatrick, Mr. Gable, Mr. Slamer, Mr. Rush, 
and Mr. Hoffman. 

Mr. Howtrrevp. Are all you gentlemen present? Will you please 
rise‘ Were there any names called out of persons not here? 

(reneral TuurMAN. I think they are all here, Mr. Chairman. 

Mr. Batwan. In addition, Mr. Chairman, we have General Thur- 
man who came at the suggestion of the Air Force although he was 
not asked to be here and Mr. Poe was brought here at the suggestion, 
although I have no idea of questioning them. 

Mr. Morcan. How about Mr. Geyer? 

Mr. Batwan. We didn’t ask for them. 

Mr. Hourrtetp. If any of you gentlemen are going to testify before 
the committee I would appreciate your standing. 

General THurmMan. May I suggest that all Air Force personnel 
stand ? 

Mr. Hoxirietp. Yes. Do you and each of you swear that the 
testimony you will give before this committee will be the truth, the 
whole truth, and nothing but the truth, so help you God ? 

Answer. I do. 

Mr. Bautwan. Colonel Wilson, can you give the date at which the 
AMC received the facilities capabilities report from the APD, Air 
Procurement District, Cleveland, Ohio, Weatherhead contract ? 
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TESTIMONY OF BRIG. GEN. W. T. THURMAN, DEPUTY DIRECTOR, 
PROCUREMENT, HEADQUARTERS, AIR MATERIEL COMMAND; 
ACCOMPANIED BY LLOYD POE, HEADQUARTERS, AIR MATERIEL 
COMMAND; COL. E. H. WILSON, CHIEF, AERONAUTICAL EQUIP- 
MENT DIVISION, HEADQUARTERS, AIR MATERIEL COMMAND; 
CHARLES A. RUSH, PRODUCTION SURVEY STAFF, DEPUTY DI- 
RECTOR, PRODUCTION, HEADQUARTERS, AIR MATERIEL COM- 
MAND; EDWARD M. GABEL, BUYER, AIR MATERIEL COMMAND, 
AERONAUTICAL EQUIPMENT DIVISION; V. SLAMER, BUYER, AIR 
MATERIEL COMMAND, AERONAUTICAL EQUIPMENT DIVISION; 
LT. R. A. KIRKPATRICK, ENGINEERING WEAPONS GUIDANCE 
LABORATORY, WRIGHT AIR DEVELOPMENT CENTER; MAJ. GENE 
SHOEMAKER, PRODUCTION, CLEVELAND AIR PROCUREMENT 
DISTRICT; MAJ. JOHN McGOWAN, PRODUCTION, CLEVELAND AIR 
PROCUREMENT DISTRICT; AND A. G. HOFFMAN, PRODUCTION, 
DAYTON AIR PRODUCTION DISTRICT, UNITED STATES AIR FORCE 


Colonel Witson. I would have to call on somebody else, sir, to be 
specific with regard to the date. May Idoso? 

Mr. Batwan. Yes, sir. 

Mr. Houirtrevp. Will each one identify yourself as you start to 
testify. 

Mr. Stamer. It is time-stamped in on the 31st of October. It was 
sent out on the 28th of October. 

Mr. Batwan. Who performed that facilities capabilities survey ? 

Mr. Stamer. The FCR team at the Cleveland office. 

Mr. Batwan. Do you have the short version of that capability re- 
port with you? 

Mr. Stamer. Yes,sir. That is what lam referring to. 

Mr. Batwan. Will you read that / 

Mr. Stamer. This is from the commander at Mobile air materiel 
area, Brookley Field, Air Force Base, AMA, to Commander AMC, 
Wright-Patterson Air Force Base, Ohio, and an information copy to 
the Cleveland Air Procurement District, Cleveland, Ohio: 

For Mr. BE. M. Gabel, information for Cleveland. Confirming telephone con- 
versation this date, regarding FCR case MOHC 525, the Weatherhead Co., 300 
East 131st Street, Cleveland, Ohio, IFB 33600-56-3 PR147532, Headquarters, 
Mobile AMA. 

Mr. Bauwan. Mr. Slamer, we can put the actual text, the whole 
document into the record if you will read the text. 

Mr. Stamer. It is some abbreviations that are awfully hard to make 
out. It is not in ordinary language; otherwise I would. This gets to 
be the text here then: 


Mobile air materiel area today concurred in the recommendation of the 
Cleveland Air Procurement District that it is not considered to be in the best 
interest of the Air Force to award this procurement to the Weatherhead Co. at 
this time. Answers to FCR questions are: (1) (a) Yes; (b) yes; (c) no; (d) no; 
(e) yes; (f) yes. (2) Yes. (3) Yes. (4) Thirty-five percent. (5) Not ap- 
plicable. Letter report follows. 
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Mr. Batwan. Will you explain to the committee on what basis this 
FCR was determined to be negative? What do those two symbols 
“No” mean ¢ 

Mr. Stamer. Those are the symbols that—— 

Mr. Batwan. What does (c) stand for? 

Colonel Wizson. One (c) stands for delivery schedule; (d) stands 
for receipt of material or material being able to be obtained in ade- 
quate time. 

Mr. Batwan. Are we to understand this is a negative facility report 
because the survey team in Cleveland thought (1) they could not 
deliver on time and (2) they could not get materials / 

Colonel Witson. For the preproduction samples. In other words 
no question raised with regard to the production of the item, once 
it passed the preproduction schedule. 

Mr. Batwan. What is the notation on the bottom of that report? 

Mr. Stamer. October 31, 1955. According to phone conversation 
between Colonel Wilson and Colonel Graelman above FCR is being 
superseded by affirmative FCR and the notice signed by myself. 

Mr. Batwan. The FCR as submitted by Cleveland is dated Octo- 
ber 29. 

Mr. Stamer. October 28 actually, the date of it. 

Mr. Batwan. The comments at the bottom of that is dated the 31st. 

Mr. Stamer. Yes, sir. 

Mr. Batwan. Of October 1955? 

Mr. Stamer. Yes. 

Mr. Batwan. It issigned by Mr. Slamer ? 

Mr. SitamMer. Yes, sir, myself. 

Mr. Batwan. Will you explain, Mr. Slamer, on what basis you 
felt that this negative FCR would be superseded by an affirmative? 

Colonel Wiison. May I pick this up please ? 

Mr. Bautwan. I think Mr. Slamer has a comment on that. I would 
like to have him state what he meant by that comment there. 

Colonel Wrtson. But the comment came from there. 

Mr. Batwan. This is Mr. Slamer’s signed statement at the bottom. 
I will have you explain in a minute as well as Mr. Graelman if he is 
here. 

Colonel Witson. He is not here. 

Mr, Stamer. This is to the best of my recollection. I was the 
Deputy Chief of that section and had a lot of contracts and buyers to 
consider. We had learned verbally over the telephone from the Cleve- 
land office some time prior to the submission of this FCR that it would 
be a negative FCR and would have to be referred to Mobile through 
channels before it reached us. Colonel Wilson had a very active in- 
terest in this procurement as all people did that were acquainted with 
it. I called him and let him know this information. Apparently 
he had conversation with Colonel Graelman and on a phone call-—I 
don’t know whether it was this date or whether I made the note this 
date. I would imagine that I heard from Colonel Wilson that this 
FCR was going to be superseded by an affirmative FCR. 

_ Mr. Batwan. Were you called by Colonel Wilson and given this 
information ? 

Mr. Stamer. No; as a matter of fact, I kept after Colonel Wilson 
and called him. I am not too sure. 

94005—57——-2 
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Mr. Batwan. You are merely reporting your understanding of 
something referred to you and you noted on this FCR 

Mr. Stamer. That is exactly correct. 

Mr. Batwan. Colonel Wilson, this statement reports a conversa- 
tion between you and Graelman and, apparently, Mr. Slamer. 

Mr. Stamer. Yes. May I read this? 

Mr. Balwan, the verbal information came from the Cleveland air 
procurement district that the FCR on Weatherhead would be negative. 

Mr. Batwan. Are you talking about the FCR would be negative? 
Are you talking about the October 28 FCR? 

Mr. Stamer. That is correct. 

Mr. Batwan. This was before the FCR was received by you? 

Mr, Stamer. This is information that I probably gave him. 

Colonel Wirson. Policy prescribes that a negative “FCR must go 
through the responsible air materiel headquarters, and in this case “it 
must be Mobile. 

Mr. Stamer. Colonel Wilson was informed of this negative FCR 
and called Colonel Graelman for two reasons: (1) To expedite the 
FCR, and (2) to ask that this FCR be well scrutinized. A subsequent 
call from Colonel Graelman indicated that, from the information he 
had, the FCR portion which was negative could possibly be reversed ; 
however, full concurrence could not be given by bien until he had the 
complete file on the case. When the information reached him and 
was analyzed, the determination was made to support the Cleveland 
air procurement district position. 

Mr. Batwan. What, in effect, have you said there ? 

Colonel Wirson. I have said that I talked to Colonel Graelman, 
first, to expedite, and, second, in order to scrutinize this thing in order 
to make certain that this, which was the next higher authority to the 
Cleveland air procurement district without any attempt at influence 
but simply to be sure that this was what they meant and, secondly, 
that was the second point and to expedite in particular so that we 
would have the information as soon as possible. 

General TuHurman. Mr. Chairman, may I interpolate something 
at this point ? 

Mr. Houtrterp. Yes. 

General THurMAN. We were advised that the committee had a num- 
ber of questions that they wanted considered and we were given those 
questions and we have prepared answers to those questions. If the 
committee so desires, those questions can be answered. I simply want- 
ed to make it clear to the Chair what is available. We, of course, are 
glad to handle it any way the committee wishes. 

Mr, Batwan. I would prefer that we proceed in this way and, in 
developing the documents that we have and as far as some things 
that we have left out, the Air Force will be permitted to add from their 
statement, 

Mr. Hotirietp. We want to establish the documents which you 
have furnished us in accordance with our request, for which we thank 
you. We want to establish that we have those documents and then 
you will be permitted to make any statement you wish. 

Mr. Batwan. What action was taken after this notation by Mr. 
Slamer on the negative FCR, predicting that there would be an affirma- 
tive one, Mr. Slamer ? 











AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 9 


Mr. Stamer. The buying office, that is our office, the buyer, our 
production people went over this thing in some considerable detail, 
determined then to request our directorate office to give us authority 
to make the procurement. Approval to make the procurement as cov- 
ered in the Air Force procurement instructions. We initiated a DF 
or a piece of paper to General Mitchell’s office. I don’t have the date 
of it. 

Mr. Batwan. Mr. Slamer, what consideration did you give to the 
negative FCR? Are you saying that you chose to disregard the 
negative FCR? 

Mr. Stamer. No; we did not choose to disregard. What we chose 
to do was to place all the information in a disposition form—you can 
read it, if you like—giving the information to General Mitchell or our 
production directorate office for the decision to be made up there 
whether we did it or do it or not. 

Mr. Batwan. What was the information ? 

Mr. Stamer. I would have to read it. It isin the DF. 

Mr. Batwan. What is the basis of a new information? What new 
information did you have to pass on to General Mitchell ? 

Mr. Stamer. When we get a negative FCR, we are required to send 
the recommendation up to the directorate office making a recommen- 
dation one way or another. The information we supplied, I think, 
dealt with the facts that none of the bidders, to my knowledge, took 
objection to the production: sample lead time; very few did, or I 
don’t recall. That is why I wanted to read this disposition form to 
you, if you care to hear it. 

Mr. Batwan. Does this disposition form contain information based 
on a trip of a production team to Cleveland ? 

Mr. Stamer. This was prior to that. On the information we fur- 
nished the general, they proceeded to send a team out. 

Mr. Batwan. Will you proceed and introduce that record? This 
is from whom to whom ? 

Mr. Stamer. This is from the buying office, symbol MCPAEAM to 
MCPR, which is the directorate production office. 

Mr. Batwan. What people are represented by those offices at that 
time ¢ 

Mr. Stamer. Myself and Mr. Gable are from the buying office. 

Mr. Batwan. This letter is from you to Mr. Gable? 

Mr. Stamer. It was dictated by Mr. Gable and signed by Colonel 
Wilson and directed to General Mitchell's office. 

Mr. Batwan. Right. Where do you fit in the picture? 

Mr. Stamer. I was Deputy Chief of that MCPAM at the time. 

Mr. Batwan. In Mr. Gable’s shop? 

Mr. Stamer. Yes. 

Mr. Batwan. You are Mr. Gable’s superior ? 

Mr. Stamer. Yes, sir. 

Mr. Batwan. Mr. Gable dictated this and it was approved by 
Colonel Wilson to go to General Mitchell ? 

Mr. Stamer. Yes, sir. Coordinated by Major Singer; Mr. Law- 
rence, who is Deputy Chief of the Branch; Ralph Brinkman, who was 
the contracting officer; and Mr. Gable. 

Mr. Batwan. Will you proceed to read that ? 

Mr. Stamer. This is the 28th of October. 

Mr. Batway. Is that dated, Mr. Slamer ? 


| 
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Mr. Stamer. October 28. 

Mr. Batwan. This is the same day as the date of the FCR? 

Mr. Stamer. Yes, but we had not received the FCR report yet. 

Mr. Batwan. You had information that it would be negative ? 

Mr. Stamer. Based on a telephone conversation between the director 
of procurement and production, Mobile air materiel area, and the 
Chief, Aeronautic Equipment Division, it is our understanding that a 
negative FCR is being processed by the air materiel area. This ap- 
plies to a proposed award for 149,829 MA-3 rocket launchers to the 
Weatherhead Co. 

We are told that the basis for the FCR being unfavorable is the 
120-day time period specified in the IFB for the submission of pre- 
production samples—if the time was extended to 180 days the report 
would be favorable. For the reasons folowing, it is recommended 
that a contract be awarded to the Weatherhead Co. and in accordance 
with AFPI-52-108 (8) (2) the approval of the deputy director, pro- 
duction, is requested. Being an advertised procurement, revision of 
a quoted delivery schedule is not permitted by the rules behind formal 
advertising. (b) The delivery schedule of the preproduction samples 
is considered realistic because of the relative simplicity of the item be- 
ing procured. None of the 41 responsive bidders took issue with this 
requirement. Production delivery is scheduled to start 240 days after 
date of award. This time is believed to be adequate, for it allows for 
minor difficulties which may be encountered prior and during produc- 
tion. The Mobile air materiel area today confirmed this by telephone. 
(c) If the bid submitted by the Weatherhead Co. is rejected, the USAF 
will be required to pay an increase of $23,970. 23 to award to the next 
low bidder, who is also subject to the same preproduction sample 
requirement. 

In connection with this procurement in which case a like quantity 
has been set aside for negotiation with small business and additional 
$23,870.23 in that may have to be paid by the Government as it is 
unlikely that the negotiated portion will be purchased at a lower price 
than the advertised portion. Since it is reasonable to assume that the 
next low bidder is in no better position to meet the delivery schedule 
for the preproduction samples than the recommended contractor 
(neither having previous experience in rocket-launcher production) 
this higher cost appears unwarranted. The Weatherhead Co. con- 
tends that it can deliver the required samples in 91 days as planned 
when the bid was submitted. It is requested that this matter be given 
immediate attention as the 60-day acceptance period on the IFB ex- 
pires on the 14th of November 1955. 

This is signed by Colonel Wilson and coordinated by Major Singer, 
Mr. Gabel, Mr. Lawrence, and Ralph Brinkman. 

Mr. Batwan. This is a statement dictated by Mr. Gabel. 

Mr. Stamer. Yes. 

Mr. Batwan. Mr. Gabel, will you explain on what basis you stated 


= of your findings there? Had you been to the Weatherhead 
plant? 


Mr. Gaset. No: I had not. 
Mr. Batwan. Had you seen their facilities? 
Mr. Gapset. No: I had not. 


Mr. Batwan. Will you give the basis for your findings there that 
you thought they could do it within 180 days and there were no ob- 
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eee by any of the 41 other bidders to the procedure you are talk- 
ing about ¢ 

Mr. GaseL. The FCR people thought that 180 days was proper and 
not 120 days for the submission of the preproduction sample. They 
requested an extension of 60 days be given but under the IF B we could 
not give an extension on the preproduction sample. 

Mr. Batwan. You are talking about the Cleveland people located 
in the city where the proposed contractor was ? 

Mr. GaBeL. Yes. 

Mr. Batwan. Those people thought that 180 days would be a bet- 
ter time. 

Mr. GaseL, Yes; would be more proper. 

Mr. Batwan. Who put the 120 days in the contract ? 

Mr. Gaset, I did. 

Mr. Batwan. You could not change the 120 to 180 by the sealed- 
bid procedure? 

Mr. Gaset. No. 

Mr. Batwan. But you are finding a way to get around that because 
there would be a lower cost to the Air Force ? 

Mr. Gave. No. 

Mr. Batwan. Would you explain what you mean ? 

Mr. Gaseu. If we had accepted a negative FCR then we would 
have had to probably award it to the next lower bidder which would 
have been $23,000 greater and we felt that they would have the same 
difficulty in that as Weatherhead because they had no experience in 
the previous production of this item. So we thought we would have 
a like situation. 

Mr. Batwan. What is the basis for your checking with the 41 con- 
tractors, bidders? 

Mr. Gapet. Let us say here on the bids that were submitted none 
had taken an exception or ever called us or informed us. I had re- 
ceived quite a few calls from contractors on these bids. None had 
taken exception to the 120 days. As a matter of fact I could not tell 
you the exact number that I had questioned on that, but in many in- 
stances where I had questioned them on preproduction samples none 
had stated that the 120 days was not adequate. 

As a matter of fact many of them had indicated that the 120 days 
was adequate. 

Mr. Batwan. Are you supporting in this case then an override to 
the negative FCR and the award to Weatherhead in spite of the nega- 
tive FCR? 

Mr. Gapet. What I am doing is furnishing information to the peo- 
ple who make these decisions and thea in it I gathered the information 
that was given to me. I also gave them the information in which 
the Weatherhead Co. believed they could do this in 91 days. 

Mr. Batwan. Had the Weatherhead Co. contacted you ? 

Mr. Gaset. Yes; by phone. 

Mr. Batwan. Before the FCR was received. 

Mr. Gasew. After this first FCR was received. 

Mr. Batwan. This is on October 28, though that you are writing 
this? 

Mr. Gapet. This would be before. 

Mr. Stamer. Might I speak here? 
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Mr. Batwan. Excuse me. I want Mr. Gabel here to state it. You 
have not stated what is the net effect of your communication to Gen- 
eral Mitchell. Are you saying that because the next higher bidder 
will not be able to do it anyway that we ought to proceed to give it 
to this person even though we expect a spl FCR. 

Mr. Gaset. From that letter it would sound that way. 

Mr. Batwan. Am I correct in that interpretation? Does it just 
sound that way or is that what you were saying ? 

Mr. Gaset. That was what I was saying. 

Mr. Batwan. What is the next step that was taken after this went 
up to General Mitchell? Mr. Slamer ? 

Mr. Stamer. Sir, as far as the procurement office was concerned, 
our particular office, we awaited the reply to this letter. We received 
the reply to this letter, I think it is in that file about the 5th of No- 
vember, after I understand this other team had gone out and studied 
the situation, the team of Mr. Rush and Lieutenant Kirkpatrick. 

Mr. Batwan. To whom did Mr. Gabel’s memorandum go, to Gen- 
eral Mitchell’s office ? 

Mr. Gaset. Yes, sir. 

Colonel Witson. That is correct. 

Mr. Batwan. Is that your office? 

Colonel Wiison. No, sir; I am the supervisor over Mr. Slamer. 

Mr. Batwan. Is this at General Thurman’s level ? 

General THurman. Mr. Chairman, if it is appropriate perhaps I 
can explain our organization a little bit. That might help a little bit. 
Our Directorate of Procurement and Production at Headquarters, 
AMC, has two main deputies, a Deputy for Production and a Deputy 
for Procurement. The responsibility of each of those deputies is to 
exercise staff supervision over all procurement activities of the Air 
Force in his field. That means that he has staff supervision over the 
buying organizations at Headquarters, AMC, which includes the or- 
ganization we are talking about and also staff supervision over all of 
the field activities which includes the Cleveland Air Procurement 
District and the mobile AMA. General Mitchell is the Deputy for 
Production and under procedures provided when the buyer feels 
that there are reasons for placing a procurement notwithstanding a 
negative FCR he is charged with the responsibility of giving the in- 
formation to General Mitchell who then makes a determination as 
the Staff Deputy as to which way the Headquarters, AMA, will go. 

Mr. Batwan. Who is General Mitchell’s representative of that shop 
here now ? 

General THurmMAN. Mr. Rush. 

Mr. Batwan. Mr. Rush, what was your instruction upon the receipt 
o Mr. Gabel’s recommendation? What was the reaction in your 
office ? 

Mr. Rusu. This DF went of course to General Mitchell, General 
Mitchell called me to his office, I read this report and he asked me to 
get together those people that I felt necessary to investigate the matter 
and go to Cleveland to meet with the district people and if necessary 
to check with the contractor personnel relative to the phases of the bid 
that would cause difficulty in meeting the preproduction sample sched- 
ule. 
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Mr. Batwan. So General Mitchell instructed you to get somebody 
with you to make up a team to go to Cleveland to talk with the Cleve- 
land Air Procurement District and with Weatherhead people. 

Mr. Rusu. Yes, sir; this is correct. 

Mr. Batwan. Who was instructed to go with you, or whom did you 
take with you ? 

Mr. Rusu. Mr. Earl] Patch and Lieutenant Kirkpatrick. Mr. Patch 
is from the Industrial Resources Division and Lieutenant Kirkpatrick 
from the Wright Air Development Center Laboratory. 

Mr. Batwan. On what day did you take a trip to Cleveland ? 

Mr. Rusu. This was on November 3, 1955. 

Mr. Batwan. Did you write a trip report ? 

Mr. Rusu. Yes, sir; I did. 

Mr. Batwan. Will you read the trip report to the committee ? 

Mr. Rusu. Yes, sir. “Memorandum Trip Report MCPRMR”—this 
is my symbol. 

Subject: Evaluation of the capability of the Weatherhead Co., Cleveland, Ohio, 
to meet scheduled requirements on RFB on the MA-3 rocket launcher. (a) 
Authority and purpose. Paragraph1. Under authority of order 21109, the under- 
signed proceeded to the Cleveland APD Office and to the Weatherhead Co. plant 
accompanied by Mr. E. 8S. Patch, MCPB, and Lt. R. A. Kirkpatrick, WCLGH. 

(b) Factual data. Paragraph 2. Discussions were held at the Cleveland 
APD Office prior to a visit to the bidder’s plant with the Acting District Com- 
mander, Major General Shoemaker, the Chief, Production Office, and members of 
the Facility Advisory Board. These discussions disclosed that at the time the 
FCR was conducted the information available to the FCR team indicated to 
them that difficulty would be experienced in obtaining materials and completing 
required testing for delivery of ten tested and ten untested launchers within 
120 days after receipt of the contract. 

Paragraph 3. Following the discussions at the APD Office, Major McGowan, 
chief, Production Office, Cleveland, APD accompanied the undersigned, Mr. 
Patch, and Lieutenant Kirkpatrick to the Weatherhead Co. A conference with 
Mr. Smetzer, general manager, production and engineering, Mr. Wilmore, plant 
manager, Mr. G. R. Young, general sales manager and Mr. Southerland dis- 
closed that considerable additional planning, expediting, and preparation for 
placement of procurement for materials and parts and investigation of testing 
laboratories and procedures had been conducted by Weatherhead. 

The bidder has decided to conduct all tests in his own facility except 
that required for humidity. At present the bidder anticipates that 
this will be conducted at the Wyle Labs on the west coast. At the time 
the FCR was run, the Cleveland APD received information that 60 
days would be required by the Wyle Labs for testing. 

However, Weatherhead sent a representative to the lab and he was 
informed that with 3 days’ notice, humidity testing could begin on 
receipt of launchers. A check was made during the visit at the plant 
with the source supplying the paper tubes which are the longest lead- 
time subcontract item. The supplier, Cleveland Container Corp., 
stated that delivery could begin in 4 weeks after receipt of the order 
if required. A miniature production line layout has been prepared. 

Detailed tracings are being made for supplier items and dummy 
orders are in preparation. Bidders stated that orders for subcontract 
items could be placed within 3 days after receipt of contract. 

Paragraph 4. At the conclusion of the visit to the bidder’s plant a meeting 
was held at the APD office with Major Shoemaker and Major McGowan—— 


Mr. Batwan. May [interrupt you a minute, Mr. Rush? 
Mr. Rusu. Yes. 
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Mr. Batwan. How long did this interview and your visit take to 
the Weatherhead plant? How long were you there? One day or two 
days? 

Mr. Rusu. Just one day. 

Mr. Batwan. Were you there a full day at the plant? 

Mr. Rusu. No, sir. We were at the plant I would estimate for 4 
hours, no longer than that. 

Mr. Batwan. This is not a facilities capabilities survey in any 
sense, is this? 

Mr. Rusu. No, sir. 

Major McGowan agreed with the undersigned that in view of the new in- 
formation received, Weatherhead could be expected to deliver the 20 preproduc- 
tion sample launchers within the required 120 days. It was suggested to Major 
Shoemaker that the APD reconsider its negative in light of the facts and furnish 
affirmative answers to question 1 (c) and (d) of the FCR. 

Mr. Batwan. Mr. Rush, were you suggesting to Major Shoemaker 
that he reconsider that ? 

Mr. Rusu. Yes, sir. 

Mr. Batwan Does that have any understanding when the repre- 
sentatives of General Mitchell’s office come down to a local APD and 
instructs him to reconsider? Is that regular order? 

Mr. Rusu. We never instruct him to reconsider. We suggest to 
them that if they feel in light of any new information that they can 
change it, that they do so, but this is as you see, in this case, entirely 
the prerogative of the folks who are involved in this. 

Mr. Batwan. Are you expressing a wish of your office to Major 
Shoemaker ? 

Mr. Rusu. No, sir. 

Mr. Batwan. You were not instructed to try to come up with an 
affirmative FCR? 

Mr. Rusu. No, sir. 

Mr. Batwan. You are suggesting that they do reconsider and come 
up with an affirmative one? 

Mr. Rusu. Yes; if they so desire. 

Mr. Houirrmerp. It was not indicated to you before you made the 
trip that you should go down there and get these people to change the 
result of their survey ? 

Mr. Rusu. Oh, no, sir. 

Mr. Horitrteip. You acted independently on your own motivation ? 

Mr. Rusu. Yes, sir. We were sent there to take an objective look 
at these items which caused the negative things. 

Mr. Hottrrevp. You looked only at the schedule of time periods 
involved in supplying the materials rather than at the physical pro- 
duction lines and other machinery that would be necessary ? 

Mr. Rusu. This is correct, sir. You see there was no statement in 
the FCR or no indication in the FCR that there was any difficulty 
with actual producing of the items. The difficulties were in the area 
of the procurement of materials by Weatherhead and getting them 
into their plants and the time period required for testing of the launch- 
ers to permit the test report to be furnished to the Air Force within 
120 days’ time. 

Mr. Lipscoms. Mr. Chairman, was the first document that was read 
the FCR itself? 
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Mr. Bauwan. The first document dated October 28 was the FCR, 
as I understand it. 

Mr. Stamer. That was the FCR. 

Mr. Lipscoms. At the end of that FCR it says a letter report will 
follow. Is that contained in the documents that the committee staff 
has? 

Mr. Batwan. That was not provided the staff on the first conversa- 
tions with the Air Force, That was requested in the chairman’s letter 
and was provided this morning. I don’t have it here. I have it 
now. 

Mr. Lirscoms. Personally I feel that perhaps I would like to hear 
that letter report in view of the testimony that we are taking at the 
present time. 

Mr. Houirrevp. All right. 

Mr. Rusu. I am not completed with this. 

Mr. Houtrtevp. Let him finish. It is very brief there and then we 
will come to this letter. Go ahead and finish so we will have continuity 
here. 

Mr, Rusu. “He stated 

Mr. Houtrte.p. Speaking of Major Shoemaker ? 

Mr. Rusu. The first sentence referred to Major Shoemaker. 

He stated that it would not be possible to change the FCR without a resurvey 
of the bidder by APD personnel. (c) Conclusions. Paragraph 5. That the 
contractor’s plan for delivery of the required 10 tested and untested launchers 
in 100 days is possible and feasible. 

Mr. Batwan. This is your conclusion. 

Mr. Rusu. Yes, sir. 

Mr. Batwan. Is this concurred in by Mr. Patch ? 

Mr. Rusu. Yes, sir. 

Mr, Batwan. And Mr. Kirkpatrick? 

Mr. Rusu. Yes, sir. 

Mr. Batwan. Mr. McGowan also? 

Mr. Rusu. Yes, sir. 

Mr. Ho.trtevp. Proceed. 

Mr. Rusu (reading) : 





This plan provides a 20-day safety factor for contingencies inasmuch as the 
contract will require delivery in 120 days. Paragraph 6. That a resurvey of 
Weatherhead by the FCR team at this time is not necessary and would delay 
award of the contract unnecessarily. 


M . Batwan, What is the reason for the construction that this would 
delay ? 

Mr. Rusu. Well a request, an official request would have to leave the 
AMC to the Mobile AMA and then to the Cleveland APD and then it 
would be fitted into their workload and then a resurvey would include 
a complete redo of most parts of the facility-capability report, financial 
statements and the like would not have to be obtained. 

Mr. Batwan. You have 2 conclusions in No. 2, 1 that a resurvey 
js not necessary and the other that it would delay. 

Mr. Rusu. Yes, sir, if you would make that two. 

Mr. Batwan. What is it? Is there a rush on these? 

Mr. Rusu. Is there a particular rush on these launchers? 

Mr. Batwan. Yes. 

Mr. Rusu. I do not know, sir. 








16 AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 


Mr. Stamer. A 60-day bid opening, an expiration of a bid open- 
ing of 60 days for 1 thing. 

Mr. Batwan. You were trying to meet the deadline of the 60 days? 

Mr. Rusu. Yes, we had an acceptance date of 60 days which was 
the normal amount. 

Mr. Batwan. What would happen then? 

Mr. Rusu. The bids would expire and we would have to start over. 

Mr. Batwan. On what day would the 60 days expire ? 

Mr. Rusu. I was just getting about to check that here. 

Mr. Gaset. 60 days from August 17. 

Mr. Batwan. That would be October 17, we are already in No- 
vember. 
‘ Mr. Gazex. There was an extension. It was 60 days from Septem- 

er 15. 

Mr. Batwan. What is the deadline then that you had to make addi- 
tion by ? 

Mr. Stamer. If we round out the months, it would be 15th of 
November. 

Mr. Batwan. November 15, 1955. At the time of this trip report 
this was November 7 and you had a week to go. 

Mr. Stamer. Yes. 

Mr. Batwan. Mr. Rush, you were recommending that an FCR in 
effect be waived ? 

Mr. Rusu. That a resurvey be waived, sir. 

Mr. Batwan. And that they would be given an affirmative FCR 
based upon your trip. 

Mr. Rusu. This is not in this conclusion. It is in the next para- 
graph, sir. 

Mr. Bartwan. All right, read the next paragraph. 

Mr. Rusu (reading) : 


(d@) Recommendations. Paragraph 7. That is it has requested override of 
the negative FCR be approved and the contract be awarded to the Weather- 
head Co. 

Mr. Batwan. Who requested the override? 

Colonel Wirson. I did. 

Mr. Batwan. Colonel Wilson, will you explain what you mean by a 
requested override ? 

Colonel Wirson. It was read, sir. As far as actually what I meant 
by that was stated in what has already been read. There were points 
we felt that the district was overcautious in wanting to have it changed 
from 120 to 180 days, that all of the contractors had received prints 
and specifications, that none of the proposers, bidders had in any way, 
shape or form asked or quibbled or discussed the difference in timing 
whatsoever, and on this basis it was requested. 

Mr. Batwan. You were talking with the experienced producers of 
this equipment in considering your judgment that none would object 
to the 120 day period. 

Colonel Wiuson. I had not talked with any of them, sir. 

Mr. Ho.irretp. Were any of them experienced in producing this 
article? 

Colonel Witson. Yes, sir, there were some. 

Mr. Ho.trrevp. Were any of them, these people you were dealing 
with, did they have a background of experience in this field which 
would enable them to judge the merit of the 120 days for compliance ? 








AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 17 


Colonel Witson. There were at least 3 on the list that I knew of, 
namely Century Industries, Radiant Manufacturing Co. in Chicago, 
and Cincinnati Industrial Finishing in Cincinnati whet had made simi- 
lar items not exactly the same. 

Mr. Houtrte.p. haa none of them protested at the time! 

Colonel Witson. To my knowledge, no, sir. 

Mr. Houirtetp. So you felt on the basis of that knowledge that it 
would be improper for you to extend the time? 

Colonel Witson. This was my personal belief, sir. 

Mr. Batwan. So the override was requested by you? 

Colonel Witson. That’s right, sir. 

Mr. Batwan. Without having g gone to the plant? 

Colonel Witson. Without having been at the plant, sir. 

Mrs. Grirrirus. May I ask something? I want to straighten out 
this one thing. Do you represent procurement or production ! 

Colonel Witson. I have both under me in my shop. 

General Tuurman. Colonel Wilson is chief of a buying division. 
The split between procurement and production is a staff split. In 
the division, it is consolidated and one man is responsible for the 
buying _ ts of production and procurement. 

Mrs. Grirrrrus. Is Mr. Rush procurement or production or both? 

General THurmMan. Mr. Rush is production staff. 

Mr. Howirtetp. I might continue that particular line of inquiry 
by saying that none of the three who had had experience were now 
being considered as far as the awarding of the bid was concerned 
and therefore you were only considering people who had had no 
experience in this field. 

Colonel Wiison. That’s right, sir. 

Mr. Batwan. I would like to have Mr. Kirkpatrick, Lieutenant 
Kirkpatrick. 

Did you accompany Mr. Rush on the visit to the Weatherhead 
plant ¢ 

Lieutenant Kirkpatrick. Yes, sir. 

Mr. Batwan. Will you explain what you did at the Weatherhead 
plant? 

Lieutenant Kirkparrick. We sat in the meeting as Mr. Rush read 
in his report with the general included. They went over the lead time 
of material to be supplied as stated in his comment. My position 
was to go along and answer any questions on the launcher itself. 

Mr. Batwan. What is your position in this case? Are you in pro- 
duction and procurement ? 

Lieutenant Kirkpatrick. No, sir, I am in the lab, I am a project 
engineer on the MA-3 rocket launcher. 

Mr. Batwan. And your contribution to this team was what again ? 

Lieutenant Kirkpatrick. Just to answer any questions particularly 
on the launcher itself. 

Mr. Batwan. Did you get information at the Weatherhead plant 
that would enable you to write this report that you were satisfied 
that the negative report deserved an affirmative substitution ? 

Lieutenant Kirkpatrick. The information was supplied that would 
cut down the lead time and the testing time and I believe this was 
the main point in question. 
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Mr. Batwan. You're part of a team. Are you satisfied and are you 
capable of evaluating that the negative portions of the FCR had now 
been satisfactorily supplied ? 

Lieutenant Kirkpatrick. Yes, sir. 

Mr. Batwan. You received information enough at that time. 

Lieutenant Krrxrarrick. I beg your pardon? 

Mr. Batwan. You received enough information at Weatherhead 
to enable you to sign a statement that Weatherhead could do this 
within the 120 days required ? 

Lieutenant Kirkpatrick. If I were asked that; yes, sir. 

Mr. Batwa. Is Mr. Patch here? 

Colonel Witson. He is not here. 

Mr. Batwan. Where is Mr. Patch? 

Colonel Witson. He is at Wright Field. He is not on the list re- 
quested and Mr. Rush who was the leader of the team was supposed 
to answer the questions with regard to this. We can have Mr. Patch 
at any time you desire. 

Mr. Batwan. You are excused, Lieutenant Kirkpatrick. May we 
have Major McGowan ? 

Major McGowan. Yes, sir. 

Mr. Batwan. Major McGowan, would you state your position in 
the Air Force? 

Major McGowan. I am Chief of the Production Division in the 
Cleveland Air Production Office. 

Mr. Batwan. You are located in the city ? 

Major McGowan. Yes, in Cleveland. 

Mr. Batwan. Is Weatherhead located in the city ? 

Major McGowan. The Weatherhead plant that is to do this job is 
located in the Cleveland district. 

Mr. Batwan. And you are aware of the negative FCR had pre- 
sented to AMC? 

Major McGowan. Yes, sir. 

Mr. Batwan. Did you participate in the negative FCR? 

Major McGowan. I did not. I was not a part of the FCR team but 
I was aware of their findings. 

Mr. Batwan. You were not a part of the original FCR team? 

Major McGowan. No. That FCR team comes directly under my 
supervision. 

Mr. Batwan. Did you accompany the Rush team to Weatherhead ? 

Major McGowan. Yes, sir; I did. 

Mr. Batwan. Do you concur with the interpretation of your opin- 
ions on that trip? 

Major McGowan. Yes; I do. 

Mr. Batwan. Will you explain who a Col. Lucian Rowell is at the 
Cleveland APD Office? 

Major McGowan. Colonel Rowell is not located in the Cleveland 
Air Procurement District. He is Chief of the Production Division at 
Mobile Air Materiel area. 

Mr. Batwan. Is that next in the chain of command between you 
and AMC? 

Major McGowan. That is correct, sir. He is my counterpart at 
Mobile Air Materiel area. 
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Mr. Batwan. Are you aware of any communications by Colonel 
Rowell to the Chief of the Cleveland APD, concerning statements 
made attributed to you in the Rush trip report? 

Major McGowan. Colonel. Rowell asked me about a part of Mr. 
Rush’s report in a paragraph that he had written in there which was 
not in my estimation quite clear and I wrote a memorandum back to 
Colonel Rowell explaining my position as to why I came to the con- 
clusion I did. 

Mr. Batwan. Do you have both those documents here # 

Major McGowan. I do not have a copy of that. It is at Mobile. 

Mr. Batwan. Colonel Wilson, do you have a copy of a letter dated 
November 21, 1955, from Lucian A. Rowell ? 

Colonel Witson. No, sir. 

Mr. Batwan. Does Major Shoemaker have a copy ? 

Major SHormaker. I will check that, that may be here. 

Mr. Rusu. That was not my report. That was a trip report writ- 
ten by Mr. Patch to his immediate chief. 

Mr. Batwan. Might I read this letter that is being looked for? If 
they find it, I would like to have them confirm this letter as an accurate 
copy. 

Mr. Houtrrevp. Proceed. 

Mr. Batwan. Letter dated November 21, 1955; subject, trip report 

by Mr. E. S. Patch. 


1. Confirming telephone conversation of November 21, 1955, with Maj. John 
T. McGowan, regarding statements made in subject report to the effect that Cleve- 
land Air Procurement District personnel felt that the FCR originally run should 
be changed. 

2. Major McGowan was apparently misquoted, as he is fully aware that an 
FCR is based on the facts that are available at the time the FCR is accom- 
plished. Furthermore, if a request is received from the buyer for a rerun on 
any particular FCR, and circumstances have changed, this will be reflected in 
the new report and could conceivably change the original negative to an affirma- 
tive FCR. 

By Order of the Commander: 

Lucian A. ROWELL. 

Major Suormaker. I have the original letter here. 

Mr. Batwan. Am I correct in the way it was read into the record ? 

Major SuHormaker. Yes, sir. 

Mr. Batwan. May we submit that for the record ? 

Mr. Hottrretp. It will be received for the record without objection. 

Mr. Batwan. What do you understand to be the meaning of this 
letter? Where are you misquoted ? 

Major McGowan. There was a paragraph in Mr. Patch’s report. 

Mr. Batwan. Are we talking about another report ? 

Major McGowan. There were two trip reports made out. One 
was made out by Mr. Patch and the other was made out by Mr. Rush. 

Mr. Batwan. May we have it, Mr. Patch’s trip report ? 

Mr. Rusn. Yes, sir. 

Mr. Batwan. May I have a copy of that ? 

Mr. Rusu. Yes. 

Mr. Batwan. Might this trip report be included as part of the rec- 
ord? We haven’t had time to review that because it was not provided 
to the subcommittee on its previous trip to AMC. 

Mr. Houirtetp. Without objection a trip report from the Office of 
MCPBM, serial No. MCFBM-55-17, under date of November 8, 
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1955, and approved by Lieutenant Colonel Simcoe will be accepted 
into the record. 
(The documents referred to are as follows :) 


HEADQUARTERS AIR MATERIEL COMMAND 
WRIGHT-PATTERSON AIR FORCE BASE, OHIO 


MCPBM/E. S. Patch/ajw 
NOVEMBER 8, 1955. 
Subject : Trip to Weatherhead Corp. 
Office: MCPBM. 
Serial No.: MCPBM-55-17. 


A. Purpose 


1. In compliance with travel authority No. 21080 dated November 3, 1955, Mr. 
Earl S. Patch made a trip to investigate the validity of FCR data and the ability 
of Weatherhead Corp, of Cleveland, Ohio, to deliver 20 preproduction samples of 
Airborne rocket launchers, type MA-3, within 120 days of receipt of contract. 

2. A negative report had been submitted by the Cleveland Air Procurement 
District and General Mitchell of this headquarters ordered a complete review 
of the situation. 


B. Factual data 


3. The trip to Cleveland and return was made by New York Central Railroad 
leaving Dayton, Ohio, November 4, and returning November 5, 1955. 

4. Personnel Present: 

Weatherhead Corp., Cleveland, Ohio: Mr. Sutherland, defense contract man- 
ager: Mr. Young, sales manager ; Mr. Smetzer, general manager. 

Air Force representatives present: Mr. A. A. Rush, Headquarters, AMC; Mr. 
Earl S. Patch, Headquarters, MCPBMP; Major McGowen, Cleveland APD; 
Lt. R. A. Kirkpatrick, WQLCH. 


C. Summary and conclusions 


5. Before visiting the bidder’s plant, a conference was held at OAPD regard- 
ing the issuance of the FCR by this office. The reportees and the review board, 
had decided that delivery of 20 preproduction samples, made from production 
tools, could not be made within the quoted 120 days from receipt of contract. 

6. This conclusion was arrived at from listing of subcontract components and 
service data submitted by bidder, and was reviewed by the local board on October 
21, 1955. 

7. Three areas semed questionable. 

(a) Delivery of cardboard tubes. 

(b) Computation of impregnation facilities. 

(c) Rain testing at outside laboratory. 

8. In our visit with Weatherhead personnel these points were determined as 
follows: 

(a) In place of 8 weeks quoted, tubes could be received within 3 weeks as 
promised by local manufacturer. In our judgment there is no reason to doubt 
this. 

(b) Originally, Weatherhead had planned fabrication of impregnating equip- 
ment. Since original study, they have found they can secure, and will purchase, 
equipment formerly used by another contractor. 

(c) Testing was originally set up on a 60-day basis at Willy Laboratories in 
Los Angeles. <A visit to the laboratory by the bidder’s representative developed 
a promise of 3 weeks, when a 3-day notice was given. 

9. Altogether these time-span savings results in a reduction of about 50 days, 
ae a required time of 100 days, as compared with 120 days provided in the 

"B. 

10. On this basis Major McGowan, Chief of Production at OAPD, agreed that 
the FCR, did not accurately reflect present conditions and should be changed 

11. At a later visit with Major Shoemaker at OAPD, this was authorized, 
and Major Shoemaker agreed to advise MOAMA of the altered situation Monday 
morning November 7, 1955. 
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D. Recommendations 


12. That, the negative FCR be revoked or altered to reflect the true situation, 
and that any proposed contracts be let on the basis of bidders’ ability to comply 
with the 120-day delivery requirements of preproduction samples. 

13. This has been discussed in detail with General Mitchell. 

Prepared by— 


E. S. Patcu. 
Approved by— 


Burr C. WILcox, 
Chief, manufacturer, engineering section. 
BE. Action taken or to be taken 
14. Inasmuch as the above recommendation has been accepted by General 


Mitchell and higher authority, there is no need for action at this level. 
Approved by— 
DesIvER A. SIMCOE, Jr., 
Lieutenant Colonel, USAF, 
Chief, Manufacturing Methods Branch, 
Industrial Resources Division. 
Distribution: MCG, MCE, MCPB-1, MCPRM, MOAMA. 


Mr. Batwan. Will you explain what you are talking about here now 
on the apparent misunderstanding ? 

Major McGowan. I received a call from Mobile, telling me that 
they had Mr. Patch’s trip report and they read that part of the report 
referring to my opinion relative to this survey team and in the report, 
Mr. Chairman, I don’t think he said quite what he meant and in order 
to clarify my position, I wrote a letter back, and they sent the letter 
up to me, and I wrote a letter back explaining to the Mobile office 
exactly what my interpretations were and how I arrived at my con- 
clusions. I believe my copy of my letter to Mobile is there as a first 
endorsement to the letter from Lieutenant Colonel Rowell. 

I don’t recall the exact contents of the letter, but in essence I know 
what it says. 

Mr. Batway. I am not clear, exactly how you were misquoted. 

Major McGowan. In Mr. Patch’s report in there—I would have to 
see the report and refresh my memory as to what Mr. Patch said. It 
wasn’t quite clear as to what my position was. May I have the Patch 
report please? I can point out very clearly what I am trying to tell 
you. It is about the middle of the report, it is about a 2-line or 21%4- 
line sentence, I believe. 

Mr. Batwan. I want to refer to item 10 of this letter which says— 
this is Colonel Rowell’s thing: 


On this basis Major McGowan agreed that the FCR did not accurately reflect 
present conditions and should be changed. 


Major McGowan. Yes; what it said: 


On the basis of Major McGowan, Chief of the Production of Cleveland Air 
Procurement District agreed that the FCR did not accurately reflect the present 
conditions and should be changed. 

My interpretation at that time I had no intentions of making any 
change to the FCR that had already been conducted. What I was 
referring to that in the interim a period of about 2 weeks, that condi- 
tions had changed because of a dynamic situation 

Mr. Batwan. You were not on the original FCR team, were you? 

Major McGowan. No. I knew what the results for the FCR were 
and what the reasons for the negative FCR was based on. It was 
based on two things, one was a long lead time on certain items to be 
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procured and second was the length of time that it took to conduct 
the surveys at the Wyle Lab in Los Angeles, Calif., and during our 
meeting in which Mr. Rush, Mr. Patch, and Lieutenant Kirkpatrick 
and myself attended at the Weatherhead Corp., it was discovered that 
the long lead time of about 8 to 10 weeks, particularly on tubes had 
been cut down to about 3 weeks 

Mr. Batwan. What was the basis for this conclusion ? 

Major McGowan. We questioned their lead time, and they told us 
in the interim between the time the survey had been made, the FCR 
2 weeks prior to that, they had through their buying department made 
contacts, particularly on the long lead time items and had improved 
their position to a point that one of the factors that resulted in their 
negative FCR had been improved. 

Mr. Batwan. What did they provide you by way of assuring you 
that this was the case ? 

Major McGowan. While we were at the Weatherhead plant they 
called a container corporation in the Cleveland district and had veri- 
fied at the time the delivery of the tubes that was one of the long lead 
time items that was actually holding up the award of the contract. 
The container corporation told them that they could provide sufficient 
tubes in limited quantities to satisfy their initial needs in 3 weeks’ time. 

Mr. Batwan. You had merely a verbal agreement that you listened 
to over the phone ? 

Major McGowan. I did not listen to it over the phone but while we 
were there, the head of their buying department contacted to verify 
the fact 

Mr. Batwan. You were satisfied on the basis of this telephone 
conversation 

Major McGowan. We were satisfied that Weatherhead Corp., they 
told us in their meeting that they had improved the time, and we 
asked them to verify it. 

Mr. Batwan. This is normal procedure. You accept people telling 
you they can get you certain materials. 

Major McGowan. That is normal procedure in any reputable con- 
cern. We consider Weatherhead a reputable concern, and we had no 
reason to question their veracity. 

Mr. Batwan. You don’t require them to submit proof in terms of 
an order or a letter by a supplier that they can do that or anything 
like that? 

Major McGowan. If we have any doubts in our minds as to whether 
the corporation can do it, then we would. 

Mr. Batwan. I still don’t know what it is that you were misquoted 
on that Rowell was concerned about. 

Major McGowan. I think what I was misquoted 

Mr. Batwan. Will you first state what in the Patch report you 
believe that was the item under discussion here ? 

Major McGowan. In my conversation with Mobile they were under 
the impression under this paragraph 10 that I had disagreed with 
the negative FCR in the Cleveland office, which I did not disagree, 
because at that time the information was available, the production 
people who conducted the facility capabilities survey were justified 
in their findings at that time, because the lead time, particularly on 
tubes was 8 to 10 weeks and the required time for testing was 45 
working days or 60 calendar days. 
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Mr. Batwan. Mobile and in this case, it was Colonel Rowell, felt 
that you disagreed with the original FCR report. 

Major McGowan. That was his interpretation from this report, 
that I disagreed with the original FCR. 

Mr. Batwan. And you straightened him out and said you agreed 
with the original FCR report even though you were not on that 
original team and you were concerned with that ? 

Major McGowan. That’s right. 

Mr. Batwan. All right. 

May we have Major Shoemaker testify ? 

Will you state your position with the Cleveland APD? 

Major SHormaxker. I am assistant chief of the Cleveland APD and 
chairman of the facility advisory board. 

Mr. Batwan. Were you on the original facility capability report 
survey team ? 

Major SHoeMAKER. No, sir. 

Mr. Batwan. Did you sign the facilities capability report ? 

Major Smoremaxker. I have signed the facility advisory board’s 
recommendations subsequent to the facility survey report. 

Mr. Batwan. Will you explain to the subcommittee what is a fa- 
cility capability report survey? Just briefly. Is it something you 
can do by going into a plant in a half hour or 2 days or a week? 
don’t know. What happens after the team comes out of there and 
what does the Board do? 

Major SHormaxker. The facility capability report survey team on a 
request for a survey visits the plant of the contractor to investigate 
certain items or questions which are asked in an FCR, namely, 1 (a) 
present facilities. That is determined by a physical survey, the outlay 
of the plant, the production setup, and other items pertaining to that 
item. 1 (b) Production and engineering capabilities. They go into 
the engineering department to determine the adequacy of the con- 
tractor’s engineering personnel and their production department as to 
the availability of machine tools and equipment and the production 
control, production qualified personnel in their particular setup. 

Item 1 (c) isa delivery schedule which is usually the heart of an FCR 
team. This delivery schedule is based on what they have found out 
in the present facilities, production and engineering capabilities along 
with the availability of items which they must buy. We conduct a 
survey on that basis of determining whether or not the particular con- 
tractor whom we are surveying is ¢ “apable of meeting the requirements 
set forth in the PR or the request for the facilities survey. 

At the conclusion of that meeting, there are other items such as 
financial statements, amount of subcontracting, manpower, and so 
forth. 

Mr. Batwan. How long a time does this take ? 

Major SHOEMAKER. Depending upon the complexity of the item, 
the size of the contractor, and the cost of what items are being pur- 
chased, sometimes it will vary as much as from 2 to 4 days to 10 ds ays. 

Mr. Batwan. How much time was spent in man-hours on the 
Weatherhead FCR? 

Major Suormaker. I have that available here. I do not have it. 

Mr. Batwan. Do you know roughly 4 

Major Suormaxer. At least a whole day, 8 hours. 
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Mr. Batwan. Eight hours, one man? 

Major SHormaker. No; because there are quality-control person- 
nel, also a financial man. 

Mr. Batwan. Three people? 

Major SHormaxker. Three people. 

Mr. Batwan. 24 man-hours? 

Major SHormaker. Approximately. 

Mr. Rreutman. When they go in and make a survey what are the 
caliber and the backgrounds of the men you take with you to make 
this survey? On what basis do they come to the conclusions’ Is it 
knowledge and experience they have had prior to going into the plant ¢ 
Are they able by looking around there in 2 or 3 hours’ time judging the 
capabilities of a plant for this type of production ¢ 

Major SHormaxker. The person who goes in to conduct those surveys 
is the civilian personnel assigned in our office who are production 
specialists and financial specialists and quality-control specialists. 

Mr. Bauwan. So we will have a good clear record of this survey, I 
think it would be well for us to know the men who made the initial 
survey and something of their background for future reference. 

Mr. Houirrevp. Could that be furnished to us? 

General THurman. It can and will be furnished. (See p. 115.) 

Mr. Horirtetp. These men were men of experience. They had made 
facilities surveys before and they were acquainted with the machinery, 
production, and space available, and so forth ? 

General THurman. Yes, sir. People who were permanently in the 
district and had had experience with this contractor before. Sir, 
this might be helpful if I could talk a bit about the general FCR 
procedure, what we use it for and where it came from. 

I don’t want to upset the counsel’s method of going into this, but 
it might be helpful at this point if I would do so. 

Mr. Houtrrevp. General, Mrs. Griffiths wishes to ask a few ques- 
tions. We must bow to the lady. 

General THurMAN. Yes, sir. 

Mrs. Grirritus. I would like to ask you, generally, were there other 
of these production reports on the next bidder, the next highest bid- 
der? Did you get a production report on anyone with the next high 
bid? 

General TuurmMan. No, ma’am. Can I explain that? 

Mrs. Grirrirus. One of you at one point pointed out that you be- 
lieved that any other procedure would face the same difficulties as the 
one that you selected but you did not get a production report to 
verify it. 

General THurMAN. That is approximately correct, yes, ma’am. 

Mrs. Grirrrris. Then I believe you stated a while ago that the pro- 
curement department could under certain circumstances override the 
production department in placing a purchase? 

General TuurMan. I stated that the staff of the Directorate of Pro- 
curement and Production could override a negative FCR, that is the 
authority to do so. 

Mrs. Grirrirus. Even though it was shown by the report of the 
production department that the bidder could never fulfill the contract 
as it was requested ? 

General THurman. When the opinion of the district is to that effect, 
yes. 
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Mrs. Grirrirus. General, I would be very interested in seeing your 
exact procurement instructions that shows you you can override a 
thing like that. 

General THurMAN. We will provide them for you. 

(See p. 117.) 

Mrs. Grirrirus. Because in my opinion, if you have such instrue- 
tions as that, then the United States Government is being used 
unfairly against these bidders. It is as if you asked for a bid on 
these two pencils; one agreed to supply it under the terms you asked 
and the other one told you he would give you that one. Im my judg- 
ment you cannot accept this one, you have to take that one or you are 
not treating the taxpayers fairly. 

General THurman. That is a fair observation on the facts that 
have been brought out so far. I would like to explain my answer. 

Mr. Houirtetp. Go ahead, General. 

General Txurman. Let me first talk about what an FCR is. 
Beginning about 7 or 8 years ago or perhaps further back than that, 
we discovered that we were making awards to a lot of people on the 
basis of price and that we were not always getting the production 
that was called for under the contract. And since the production 
was what we were after, we sought for some method of handling this 
situation. 

There was developed as a tool for buying the so-called facility 
capability report and this is roughly the way it works: 

In contracting our procurement for over $10,000, well, when 
a buyer has come to a conclusion as to what source he will place the 
contract with, he is required to go to our field organization which 
goes down through the air materiel area to the district office in this 
case and ask for a facility capability report. The facility capability 
report covers a number of items as Major Shoemaker indicated. 

It covers financial, ethical considerations, facilities, know-how, 
things of that sort. If the buyer receives an affirmative FCR, he is 
permitted to make award without referring it to higher authority 
within the directorate. However, we did not want to put the buyer 
in the position of being able to proceed in the face of an opinion by 
the district that the producer could not produce, therefore the instruc- 
tions that you refer to were put out to bring the question at that point 
at a higher level, in order to determine what would be for the best 
interests of the Air Force. 

‘There are lots of reasons for that, Mrs. Griffiths; one of them is 
that we sometimes find ourselves in a sole source provider situation. 
We have an urgently required item. The district for perfectly valid 
reasons comes back and says that under our normal procedure, this 
provider can’t do this or he can do it only if thus and so is the case. 

The buyer can’t make that determination; it must go to the top of 
the directorate to determine whether it will be put there for reasons 
of urgency of national defense or we will attempt to pay the money 
out to set up another source or take some of the other alternatives. 
The purpose as to that is to bring up to the responsible level to deter- 
mine the proper alternative. In this case, the low bidder that was 
mentioned by counsel, the very lowest bidder and the question of his 
responsiveness was up and that delayed a determination of who 
would be the determined low bidder. When that time came, the period 
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for acceptance of the bid, had got long underway and it was necessa 
for the reasons indicated to get action on this as soon as we could. 
The request went to the district for an examination of the lowest 
bidder which is our normal situation. 

We don’t do five of them at the same time. For example, we go to 
the lowest, if he is not capable then we do another survey on the next 
lowest and so on. In this case there was no question by the district as 
to the basic capability to produce. There was no question about the 
adequacy of facilities, the Show how of the contractor in the long run 
or any of those big questions about the production quantity. 

There are two questions related to time for testing and time for get- 
a. material, both of which depended on circumstances outside the 
plant. 

Well, when Colonel Wilson talked to the district, because time was 
getting short, to find out what their position was going to be and 
found they were going to produce a negative FCR, he brought the 
matter to my attention and asked what I thought ought to be done at 
that point. 

I suggested that without waiting for the confirming telegram we 
bring the matter up to General Mitchell who is the head of the pro- 
duction activities in the directorate and has the responsibility for de- 
termining which way we will go in a situation of this sort. He did so. 

General Mitchell came and talked with me. We discussed the vari- 
ous alternatives that were available to me at that time. Based on the 
available paper in particular, which would come from a paper manu- 
facturer, rather than from Weatherhead, it appeared that there might 
be some basis for the observation which had been made that any pro- 
ducer who had not previously been in this business might be subject to 
the same difficulties on lead time as Weatherhead was. One of the 
possible alternatives was to reject all bids and to go out and readver- 
tise on a longer period of time, because the question was between 120 
days and 180 days. Another alternative would be to ask for a resur- 
vey by the district, with an attempt on their part to see if they could 
assist in the development of a schedule that looked like the contractor 
could make it. 

Another alternative was to take personnel from headquarters who 
were well versed in production matters, in production techniques, send 
them out and assist the district or work with the district in arriving at 
a conclusion on these two points only. 

It was decided that the latter course would be followed and because 
there might be some technical questions involved, a member of the cog- 
nizant lab of the Air Research and Development Command was asked 
to go along with the team, Lieutenant Kirkpatrick fulfilled that 
purpose. 

When Mr. Patch and his associates got into this thing, it was 2 weeks 
after the original FCR had been written. Weatherhead had been at 
work in the meantime to try to expedite their sources of supply and to 
try to expedite the testing. 

As a result of the visit that Mr. Patch and Mr. Rush and Lieutenant 
Kirkpatrick made, after that 2 weeks interval, it was discovered that 
they had been successful in expediting things. On the testing, for 
example, the 60-day period had been based on an assumption of no 
overtime and on a 10 day, I think, if my memory serves me correctly, 
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notice. Weatherhead was able to persuade the lab involved to work 
on a full-time around-the-clock Saturday-and-Sunday basis. 

Mrs. Grurrirus. Did they pay the lab? 

General THurman. Yes. This was a fixed price contract and any 
additional costs was Weatherhead’s expense and not the Government’s. 

Mrs. GrirrirHs. To your knowledge did the lab afterward work 
around the clock ? 

General TaurmMan. Not to my personal knowledge, I don’t know. 
I know they have produced some reports in short time but I do not 
know specifically. When the matter came back we had at headquarters 
still the alternative of asking the district to make a new survey and 
make a new facility capability report or on the basis of the knowledge 
that we then had at headquarters, we could exercerise the responsibility 
given to General Mitchell, the Deputy for Production, to authorize the 
buyer to proceed. 

We could have done either thing. Because time was short and we 
felt that a new resurvey probably would be affirmative in the light of 
additional facts, we determined to take the other course and the buyer 
was authorized to award the contract. 

Pardon me for being so lengthy, Mr. Chairman, but I felt it might 
be helpful to provide that lechannenl 

Mr. Houtrtew. It is perfectly all right. Thank you, General Thur- 
man. 

Mr. Liescoms. May I ask the General one question ? 

Mr. Hottrrerp. Yes. 

Mr. Lirscoms. Is it usual procedure when a negative report does 
come in that the AMC sends out a team to make a survey on the nega- 
tive portions of the report ¢ 

General TrHurMAN. It is not usual. It has been done on occasion. 
It depends upon the circumstances of the case. I might say that usu- 
ally we don’t overrule the negative FCR. There has to be considera- 
tions of production urgency, additional cost or something of that sort. 

Mr. Hottrretp. Was this a contract that had the urgency factor in 
it, that is you wanted to get into production and fulfill this need ? 

General TuHurman. It was urgent more from the standpoint, Mr. 
Chairman, of the expiration of the bid date, plus the fact that there 
was no basic question of production here, it was simply delivery date 
of this first preproduction set of items. 

Mr. Houirtevp. But it was one of the requirements of your bid con- 
tract ? 

General THurman. Yes, sir. And at that point could not be 
changed. There was some question raised as to whether the 120 days 
was the proper period and whether we should not originally have spec- 
ified a longer period. But under advertised bid procedures at that 
point it could not be changed. 

Mr. Hotirretp. How many days had transpired now since the orig- 
inal date? 

General TuHurman. The original date of what, Mr. Chairman ? 

Mr. Horrrrevp. When time started to run on the 120 days? 

General THurmMan. Can you supply that? 

Colonel Witson. March 8 was the day on which the report should 
have been submitted, so it is 55 days, sir. 

General THurmMaAn. So it is 175 days as of today. 
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Mr. Hottrrevp. So the original question was between 120 and 180 
days to get these prepr oduetion samples ? 

General Touran. In the opinion of the district it could be done 
im 180 days. 

Mr. Hottrtevp. Has it been dene in 180 days? 

General Tuurman. It has not. 

Mr. Batwan. Major Shoemaker, will you explain what transpired 
at the meeting when Mr. Rush came back from Weatherhead ? 

Major SuormaKker. When they came back from Weatherhead they 
came back to my office and told me what they had found, the informa- 
tion they had gotten from Weatherhead. And they felt that in view 
of those things it was possible that the contractor could do the item 
in 120 days as originally specified. I could not agree at that time, 
because I felt that if that was the case, then we would have to rerun a 
survey, because I would want complete verification. That was our 
policy to do, when we sent a survey team out, they obtained that. 

Mr. Batwan. You could not go along with the statements that 
were received that this could be done ? 

Major SHormaker. That is right. 

Mr. Barwan. What do you require to satisfy you? 

Major Suormaxer. Normally, in the case of the testing facilities we 
required a teletype and a survey of the testing facilities. 

Mr. Batwan. Did you have that at that time? 

Major SHormaxer. We had it on the original survey; yes. 

Mr. Batwan. Were you satisfied with what you had on the original 
that it could be done within 120 days? 

Major Suoemaker. It could not be done within 120 days. 

Mr. Batwan. So you were refusing to go along with this because 
you wanted further proof that this could be done and you did not 
have that proof? 

Major SHoemaker. That is correct. 

Mr. Batwan. You required that normally ? 

Major SHormaker. Yes. 

Mr. Batwan. And it has to be in writing ? 

Major SHormaker. Usually we verify it in writing. 

Mr. Batwan. What else would you require in this case to satisfy 
you? 

Major SuHormaker. Just those factors. We would not at that time, 
we could not give a resurvey or reverse our procedure because that 
requires s board action and we requested a resurvey to follow our normal 
procedures. 

Mr. Batwan. The two points on which this was turned down— 
what were you not satisfied with when these men came back to you 
and said they suggested this ought to be affirmative? What did you 
want that was not supplied ? 

Major SHormaxker. I was not satisfied with the lead time on the 
particular tubing. 

Mr. Batwan. Even when they came back to you and told you they 
had this information ? 

Major Suormaker. That’s right. 

Mr. Batwan. What did you want from them ? 

Major SHormaxerr. Usually we would like to have a confirming 
order from the subcontractor or supplier. 

Mr. Batwan. What do you mean by that? 
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Major Suommaxer. A document saying that it is anticipated we can 
deliver. 

Mr. Batwan. When they came back to you from Weatherhead, did 
they have such a thing ? 

Major Suormaker. No; they did not. As was stated before, it was 
merely a telephone conversation. 

Mr. Batwan. This is not normally acceptable to you ? 

Major SHormaker. No, 

Mr. Hottrterp. Is the reason for that, the regulation No. 39 and 
No, 42, of Air Force procurement instructions 52-504, which reads as 
follows: No. 39; subcontracting: 
percentage of parts subassemblies and so on that will be subcontracted, particular 
attention must be given to critical or controlling items of such items exist, de- 
scribe briefly, specify source from which they will be procured and verified, and 
verify promised delivery date. 

Major SHormakrr. Yes. 

Mr. Ho.rrretp. Paragraph 42: 


List sources supplying materials, list those sources supplying materials that 
have the longest purchase lead time and that may be in short supply or pro- 
duced according to customer’s specifications or otherwise not covered by standard 


industry grades or specifications. Verify suppliers’ commitments and delivery 
promise. 


Major SHormaker. That’s right. That is what the original survey 
team does. 

Mr. Horirtetp. They failed to do that in this case. 

Major SHormaker. In the second case; yes. 

Mr. Batwan. You stated that before you would make that an 
affirmative FCR you thought that your local Cleveland people who 
knew the situation should make the resurvey. 

Major SHoremaxker. That’s right. That is normal procedure. We 
wanted a resurvey. 

Mr. Batwan. Were you shown the Rush trip report? 

Major SHormaxer. No; I did not see that Rush trip report. 

Mr. Batwan. Have you ever seen it? 

Major SHormaker. No. 

Mr. Batwan. This is the first time you saw it? 

Major SHormaxer. I saw it yesterday afternoon for the first time. 
It only went to Mobile. 

Mr. Batwan. Would you have agreed with the statement that the 
contractor’s plan for the delivery of 10 tested and 10 untested 
launchers in the 100 days is possible and feasible? 

Major SHormaker. No, sir. 

Mr. Batwan. This plan provides a 20-day safety factor for con- 
tingency inasmuch as the contract will require delivery within 120 
days? 

Major SHormaker. I didn’t agree with the Rush report. 

Mr. Batwan. How often do you encounter an override over your 
objection 7 

Major Suormaxer. This is the first one I have ever had. 

Mr. Batwan. This is the first one you have ever had? 

Major SHormaker. Yes, sir. 

Mr. Batwan. How long have you been in the business of procure- 
ment of this type? 
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Major Suormaxker. I have been in the business about 8 years. I 
have only been in the Facilities Advisory Board approximately 20 
months. ’ 

Mr. Batwan. When the team makes a facility capability report 
and comes back to your local office after being out 8 hours or some- 
thing like that and they make the report out, to whom does that go? 
You mentioned something about a board. 

Major SHormaxker. It comes to me as the Chairman of the Facili- 
ties Advisory Board, which we have set up according to regulations 
in the Cleveland district, in all districts. 

Mr. Batwan. What does your Board do in this case? 

Major SuHormaxker. We review the survey report by the survey team 
in all its facilities, in all its facets and if we agree with them, we have 
the minutes of the meeting and we sign a form 34AG which is a short 
form and concur. If we do not agree we sometimes make our own 
trips to the plant or we will send them back 

Mr. Batwan. In this case what happened ! 

Major SHormaker. We agreed with the survey team on the facts 
presented. 

Mr. Batwan. Did you give any information to the AMC team 
that a resurvey would delay the award of the contract beyond the 
expiration of the IFB? 

Major SHormaker. I have nothing to do with that. That is theirs. 

Mr. Batwan. But the resurvey would have been done by you? 

Major SuHormaker. That’s right. 

Mr. Batwan. You recommended this? 

Major SHormaker. Right. 

Mr. Batwan. On November 7 could a resurvey have been done by 
November 15 ? 

Major SHormaker. That is problematical. Idon’t know. Depend- 
ing on the amount of time it took them to process the papers down 
through Mobile, back to us and then we would have to start from 
there. 

Mr. Batwan. Physically, how much time would it take you to go 
in there and review, make a resurvey on the two items? You wouldn’t 
have to make a resurvey on everything, would you ? 

Major SHoremaKkeEr. Not necessarily, no. 

Mr. Batwan. On the two negative items in this case ? 

Major SuHormaxer. It would take at least a day. Possibly we 
would have had to telegraph to the west coast to get information in 
this case. We would have had to wait for that reply. 

Mr. Batwan. This is on November 7 that Mr. Rush is making this 
statement to General Mitchell, I think, and they are worried about 
a November 15 deadline, Mr. Chairman. 

Major SHormaxker. Right. 

Mr. Batwan. Mr. Rush is saying that he does not go along with 
Major Shoemaker’s request that the local APD make another sur- 
vey because “It would delay the award of the contract unnecessarily.” 
Mr. Rush, did you ask the Cleveland APD people whether this sur- 
vey could be done in time to meet the deadline that you had to work 
with ? 

Mr. Rusu. No, sir. I did not at that time know the deadline 
date when I talked to Mr. Shoemaker because I was not familiar 
with the procurement—— 
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Mr. Batwan. What were you concerned with here in your 
statement ? 

Mr. Rusu. I was concerned there with furnishing a reply to Gen- 
eral Mitchell and on down to the buying office as to whether or not 
it was feasible to produce these preproduction articles within 120 
days. 

Mr. Batwan. Mr. Chairman, I think the witness has stated before 
that they were worried about the IF B time expiring in this case. 

Mr. Rusu. This was a statement that Mr. Gabel made and perhaps 
I may have repeated that. It was made by him. 

Mr. Batwan. So now you are saying you did not know what the 
expiration date for the LFB was? 

Mr. Rusu. No, sir, at the time I do not believe I was familiar 
with the exact date on which it would expire. However, in view of 
the request to go up there and handle the case I assumed that the 
time element was the important factor for getting this procurement 
placed in here. 

Mr. Batwan. What led you to believe that time was important 
here? Were you given special rush instructions? 

Mr. Rusu. Yes, sir, I was told to get the folks and get up to 
Cleveland. 

Mr. Batwan. By whom? 

Mr. Russ. By General Mitchell. 

Mr. Batwan. And get it done in a hurry # 

Mr. Rusu. Yes, sir. 

Mr. Batwan. So your statement here that a resurvey would delay 
the award of the contract unnecessarily is based upon your knowing 
General Mitchell wanted you to get this out fast ? 

_ Mr. Rusu. The sense of urgency in the job that I had to do, yes, 
sir. 

Mr. Batwan. And had nothing to do with the IFB, so far as you 
know ? 

Mr. Rusu. No, sir. 

General THurman. Mr. Chairman, I made a comment on that same 
subject. May I respond also there to this question ? 

Mr. Houtrterp. Yes. 

General THurman. Essentially the decision reached by General 
Mitchell was that it was not necessary to get a resurvey made, because 
he felt that the information at hand would be reflected in such a re- 
survey and that it basically was not necessary. And that it was not 
necessary to take the additional time to get a resurvey. May I point 
out also, Mr. Chairman, that what the “Air Force is after here are 
rocket launchers that work. But insofar as this question of 120 days 
is concerned, the question was raised by the district as to whether 
the contractor could supply 20 articles with a test report within 120 
days. As a matter of fact, the contractor did supply 20 articles with 
a test report 121 days after the receipt of the contract or notice of 
award. 

The test report showed that they were not satisfactory articles. But 
insofar as this 120 days is concerned, the contractor has met the time 
aspect but he has not met the quality aspect; that is why we consider 
he is delinquent. 

Mr. Ho.rrretp. The quality was a very important part of the re- 
quirement ? 
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General THuRMAN. Certainly. 

Mr. Houtrrevp. That they should present these samples and that 
they should be satisfactory, that they should have satisfactorily passed 
these tests 

General THurmMan. That is why we consider the contract to be de- 
linquent despite the fact that they did come up with something with- 
in 120 days. 

Mr. Houtrtevp. Do you consider the contract in default at this time? 

General THurMAN. Not in default because that requires action on 
the part of the Air Force but it is delinquent because the quality is 
not there. 

Mr. Batwan. Did Major Shoemaker submit a memorandum based 
upon the conversation you had with the AMC team ? 

Major SHormaker. Did I submit a memorandum? 

Mr. Balwan. I do not recall it. To whom? 

Mr. Batwan. Mr. Chairman, I would like to proceed into the prog- 
ress reports. Will you 

Mr. Rozack. I have one question about the trip report. What was 
the finding of the trip report with regard to the testing of the sample 
launchers ? 

Mr. Rusu. Shall I answer that, sir? 

Mr. Ropack. If you have the information. 

Mr. Rusu. Yes. The district had obtained from the west coast 
a report on this lab. In this report that they had obtained, the lab 
had stated that they could do the testing necessary in 60 days. 

Mr. Rorackx. Before that. At what point did Weatherhead state 
that they would do the testing in their own plant for most of the pre- 
liminary qualifications testing ! 

Mr. Rusu. This is when we visited their plant, this trip report is 
the result of that visit. 

Mr. Ronack. Is that new information, that is to say with respect 
to the information received by the facilities survey team ? 

Mr. Rusu. I believe at the time that the facilities survey team— 
and I would ask one of the district representatives to verify this or 
to object to it if it is not correct—they were thinking in terms of 
all the testing being done at the Wyle Labs. 

Mr. Rosack. And when you came there it was represented to you 
that the majority of the preliminary testing would be done by the 
contractor ¢ 

Mr. Rusu. Yes, sir, except for humidity testing and the testing 
that is required to determine whether or not the item meets the speci- 
fication as far as the plastics and adhesives—I believe that is humidity 
and that includes the vibration test, and temperature is a part of 
the humidity testing. Is this correct, Lieutenant Kirkpatrick ? 

Lieutenant Kirkrarrick. No. They indicated they would not do 
the humidity but do the remainder of the environmental testing at 
their plant. 

Mr. Rusu. Yes, Weatherhead did. 

Mr. Rozack. Did Weatherhead carry out their stipulation with 
regard to the preliminary testing ? 

Mr. Rusu. The local production man can answer that one, sir. 

Major McGowan. I can answer that question. All of the tests 
evidently were carried out at the Wyle Lab. Evidently it was their 
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negotiations with Wyle; they probably found it less expensive and 
more expeditious to carry on all the tests at Wyle. 

Mr. Ropackx. You are making an inference that it is more expe- 
ditious. Could you also make the inference that the locus of the 
testing was misrepresented to you? 

Major McGowan. I would not say that it was misrepresented. 

Mr. Rosack. Could you make the inference ? 

Major McGowan. I would say this. At the time we had the meet- 
ing with Weatherhead when Mr. Rush and Mr. Patch and Lieutenant 
Kirkpatrick came up, Weatherhead was of the opinion that they 
could carry on the tests themselves with the exception of the humidity 
tests and shorten up the required time to run the test. Well, evidently 
through further negotiations with Wyle, they found out that it 
would be more expeditious to let Wyle run the test because they had 
made an agreement to go into a round-the-clock testing at the Wyle 
Lab and that agreement had been reached at the time when we were 
at the meeting, thus cutting the time from 60 days down to about 30 
days to complete all of their tests—which was a very important factor 
in Overcoming some of the time required to produce the first articles; 
so they did and we have a lab report to show that all of the tests 
were conducted at Wyle in the Los Angeles lab. 

Mr. Ropack. One more question, Mr. Chairman. 

Mr. Rush, to what extent was the information that the testing 
would be done by Weatherhead a basis for the recommendation that 
the facilities report be overridden ¢ 

Mr. Rusu. The basis there was the planning that the company was 
doing and was going to make every attempt possible to expedite this 
thing. They realized that if it took the 60 days to do this testing, that 
they would not make the 120-day delivery. So they were exploring 
every possible way of expediting this. One of the ways was to do part 
of the testing prior to sending it, the unit, out to the Wyle Labs, and 
as I said, have the humidity testing and these other ones that go along 
with it done out there. 

I would assume now from the procedure they have used that the 
Wyle Labs said, well, we can take care of all of them within the 34 
days, I believe it actually took, and thereby still stay within the 30- 
day time period by working around the clock on it. 

We assumed that if it took the Wyle Labs 60 days, 45 calendar days 
for the testing itself, on just their regular-shaft basis to complete the 
tests, that when Weatherhead was willing to expedite the delivery by 
paying for overtime, and Saturday and Sunday work at no extra cost 
to the Air Force, that this type of an arrangement was a good one 
from a timesaving standpoint. 

Mr. Rosack. But in any event you reported back information that 
the testing would be done by Weatherhead as a recommendation in 
their favor, so to speak, and now you state that it was a recommendation 
in their favor that they decided to let the testing be done by Wyle. 

Mr. Rusu. Yes, sir; you could say it that way. In examining and 
reexamining the time phasing of a program, companies do make 
changes and they make changes to expedite these things, if it is 
necessary and if they really have a firm desire to get the job done and 
apparently they were successful in reducing the test time at the Wyle 
Labs because the items were tested although they did fail, but the 
testing was done. 
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Mr. Lirescome. Did Weatherhead have the facilities for doing this 
testing ¢ 

Mr. Rusu. No, sir. : 

Mr. Liescoms. How did you come to the conclusion or assume that 
they could do the testing ? 

Mr. Rusu. They were making arrangements to obtain the testing 
and were also testing, investigating test facilities in the area and in 
Columbus which they felt would be available to do the work. There 
were quite a few items that they did not actually have in their plant 
for production, too; these things were part of their plan to obtain these 
things in getting into this new job. 

Mr. Liescoms. On the FCR they say that 35 percent of the work will 
be subcontracted ? 

Mr. Rusu. This was the rocket launcher, 35 percent of the rocket 
launcher itself. 

Mr. Larscoms. Thirty-five percent of it ? 

Mr. Rusu. Yes, sir. 

Mr. Lirescoms. Therefore, the first FCR team that made the recom- 
mendation was basing the facilities appraisal on the basis that the 
testing was going to be done some place else. 

Mr. Rusu. I don’t know whether the testing was part of this over- 
all subcontracting, because this was just on the first 120 articles. 

Mr. Hortrrevp. May I refresh your memory? Under date of No- 
vember 7 Mr. Rush’s trip report, page 2, reads as follows: “The bidder 
has decided to conduct all tests in his own facility except that required 
for humidity,” and yet at that very time there were no facilities for 
testing. He had decided to do it but he had no facilities to do the 
testing. a4 

Mr. Rusu. No, sir. 

Mr. Hortrtevp. So your facilities report merely says he decided to 
conduct all the tests in his plants but did not say that he had the 
facilities to do it or not to do it. 

Mr. Rusu. He did not have them in his plant at that time. 

Mr. Ho.irterp. The implication is clear that except for humidity 
he must have had the facilities or was going to put them in. 

Mr. Rusu. Yes, sir; he was going to put them in, if it was the only 
way that he could get these things tested within this time period. 

Mr. Lirscoms. Mr. Chairman, what is the responsibility of your 
team then, to determine how long that will take him to develop the 
facilities for testing and whether he will even have the available ma- 
terials for that purpose? Did you go to the background or just take 
the supplier’s word for that ? 

Mr. Rusu. In this case we took the supplier’s word for it. 

Mr. Liescome. So besides not checking with the subconstractors or 
the suppliers, you took his word on this particular item ? 

Mr. Rusu. On this testing, yes, sir. 

Mr. Lirscoms. And there was no background work done to substan- 
tiaté the report that you filed with General Mitchell. 

Mr. Rusu. No, sir; only those contacts with the contractor himself. 

Mr. Hortrreip. And you were not satisfied with the report, Major 
Shoemaker ? 

Major SuHormaker. I was not and I wanted a resurvey. 

Mr. Batwan. Mr. Chairman, this is just to go back and clear up a 
document that was referred to. 
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Mr. Hottrtetp. Mr. Rush has something to say. 

Mr. Rusu. These facilities that were described to us then, they are 
available, they are not unusual facilities, you know to do this testing. 

Mr. Houirtevp. I am a little bit confused on that statement, because 
as I understand there were testing facilities in the East but they ap- 
parently were not the right kind of testing facilities and they had to 
go to the west coast for them. 

Mr. Rusu. For the humidity testing. This they had to go to the 
west coast for. 

Mr. Batwan. Why? 

Mr. Hotirtevp. So it was an unusual type of testing ? 

Mr. Rusu. The humidity testing; yes, sir. 

Mr. Houtrietp. That was part of the test. 

Mr. Rus. Even at the time of our visit they contemplated doing 
that at the Wyle Labs. 

General THurMAN. Sir, may I put in an oar? 

Mr. Houtrrevp. Yes. 

General Tuurman. The testing required basically two types of fa- 
cilities. One had to do with humidity. The other had to do with other 
types of facilities. The types of facilities being commercially avail- 
able that Mr. Rush talks about were those not related to humidity. 
Those related to humidity could not be obtained by Weatherhead and 
they expected to go to Wyle. 

Mr. Batwan. What would be another 1 or 2 kinds of testing that 
was required besides humidity ? 

Mr. Rusu. I wonder if the lieutenant could answer this. This is in 
the lab area. 

Lieutenant Kirkpatrick. There would be a rain test that could be 


made in arain chamber. A low-temperature test which could be made 
in a deep freeze. 


Mr. Batwan. Vibration tests ? 

Lieutenant Kirkpatrick. That could be made; yes. That is very 
possible. Since they have complete testing facilities in the Weather- 
head plants, this was supposed to be made. 

Mr. Batwan. There was nothing in existence at the time. You were 
taking their word that they could do it? 

Lieutenant Kirkparrick. I was not taking their word. This was 
told to me that they could make this equipment available for testing 
in their plants, sir. 

Mr. Batwan. On the basis of taking their word, you were ready 
to go along to recommend an affirmative FCR ? 

Lieutenant Kirkpatrick. If I were asked to. 

Mr. Houtrretp. You were not asked to make an affirmative FCR. 

Lieutenant Kirkpatrick. I was not asked to do that. 

Mr. Rorack. Can we have the technical judgment of Lieutenant 
Kirkpatrick with regard to the time and the problems of setting up 
the testing facilities here described in a company that has never had 
occasion to do the item before and make a test of that item ? 

Lieutenant Kirkpatrick. I could not give you the time. 

Mr. Houtrteip. As a matter of fact, the time involved here would 
have been too short and the Weatherhead people made arrangements 
with the Wyle Lab to not only use their own facilities but to use facili- 


ties of a former manufacturer in this field to perform these tests, is 
that not true? 











36 AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 


Lieutenant Kirkpatrick. That was the eventual result, yes. 

Mr. Hortrterp. So it was clear that these people could not do the 
testing within that length of time. 

Lieutenant Krrxparrick. No, sir. 

Mr. Hottrrerp. Were these their own facilities? 

Lieutenant Kirxparrick. No, sir, it was not. 

Mr. Hortrrevp. It was not clear. 

Lieutenant Kirkpatrick. At the time we were there. 

Mr. Batwan. It was not clear that they could not do it or it was 
not clear that they could, which are you saying ? 

Lieutenant Kirxparrick. What did you ask? I didn’t understand 
the question. 

Mr. Horirrerp. Let us put it in an affirmative way. Did you under- 
stand that the Weatherhead people either possessed or could con- 
struct facilities for this testing on their own premises within the time 
limit allowed ? 

Lieutenant Kirparrick. Other than a humidity, yes, sir. 

Mr. Lrescoms. How was that determined? On what do you base 
your answer ? 

Mr. Hottrtetp. On their statements or what ? 

Lieutenant Kirxrarrick. On their statements. 

Mr. Houtrtevp. Did you say any facility of the type that would be 
needed at the Weatherhead ? 

Lieutenant Krmexparrick. No, sir. 

Mr. Houirretp. Were you not part of the team in at least a consulta- 
tive capacity ? 

Lieutenant Kirkpatrick. Just on the rocket launcher itself. Just to 
give technical advice. 

Mr. Horirrevp. But not on the testing? 

Lieutenant Kirxratrick. No, sir. 

Mr. Morcan. But you accompanied the team through the plant, did 
you not? 

Lieutenant Kirkpatrick. No, sir. 

Mr. Morean. Did the team go through the plant? 

Lieutenant Kirxpatrick. No, sir. 

Mr. Rorzacs. This in effect was a conference with the Weatherhead 
officials who were responsible and the reception by the Air Force of 
assurances that the required production of samples could be met. Is 
that not substantially the case? 

Mr. Rusu. This is correct. 

Mr. Hourrterp. I thought that a facilities survey, as so ably ex- 
plained by the general, would include the physical inspection of facil- 
ities, the actual seeing of machinery and production lines and ware- 
house space and all of the different factors that go into production. 

Mr. Rusu. Yes, sir. 

Mr. Hotsrrerp. I didn’t think it would depend upon an office con- 
ference and verbal assurances. 

General THurMAN. May I answer that question ? 

Mr. Hottrretp. Yes. 

General Tuurman. You are quite correct but I would like to 
reiterate what I said a while ago that we had two narrow points here, 
one of them is availability of material, the other is availability of test 
time. Neither one of those 
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Mr. Hottrrecp. The reason you had those two points was because 
there had already been by either omission or commission an approval 
that all the other points were satisfactory. 

General THurMAN. That is correct, sir. 

Mr. Howiwretp. And yet we now find that in your inspection you 
cid not verify the fact that they had these facilities ? 

General TuurMan. Insofar as the affirmative part of the FCR was 
concerned, this group did not have instructions to go into those items. 
We felt they had been adequately covered by the district. 

Mr. Houtrrevp. By the first team ? 

General TuurMAN. Yes,sir. The second group was instructed only 
on those two points which did not require that they go into the plants. 

Mr. Batwan. They were not a survey team either. 

General THurMan. No, sir. General Mitchell could have gone out 
and made this determination himself; instead of that he sent two peo- 
ple from the directorate with an adviser. ‘That was not a formal pro- 
cedure. 

Mr. Lirscoms. When they changed the arrangements of who would 
do the testing, they actually ch: anged the availability of facilities at 
the plant, which was not looked into, 

General Tatrman. That is a correct statement. 

Mr. Lirscoms. So there were three points then. The facilities for 
testing plus the long lead times plus the availability of materials. 

So there was one point missed in the proposed resurvey. 

General THurman. There were two points, one was availability of 
material, and the other was testing time. I am sorry I did not get 
the third point you made. 

Mr. Liescoms. When Weatherhead said they were going to do the 
testing, it meant that they had to prove to you that they had the facil- 
ities to do the testing and at the time they told you that they did not 
have the facilities to do the testing, as was testified to here. 

General TuurmMan. They had to demonstrate that they either had 
the facilities or could get them within the time required and since they 
were commercially : available, the group felt there was no problem on 
those that Weatherhead expected to do the test on. 

Mr. Lrescoms. What does commercially available mean? 

General Tuurman. They did not have to be specially developed and 
made. 

Mr. Lirscoms. What is a rain chamber? 

Lieutenant Kirkpatrick. It is just a box with a shower of water in 
the box, sir. 

Mr. Hottrretp. The article is subjected to constant precipitation 
over a period of a number of hours in a box-like chamber. 

General TourMAN. It is something like a shower stall. 

Lieutenant Kirgpatrick. Yes. 

Mr. Ropack. What about the vibration testing ? 

Lieutenant Kirkpatrick. This is standard equipment used in the 
testing of production articles. This is not abnormal. This is used 
in various plants on a similar contract. 

Mr. Batwan. Mr. Chairman, we have not received vet the letter 
report which follows the trips to AMC and the negative FCR, have 
we ¢ 

Mr. Stamer. Yes, you have. 
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Mr. Batwan. Mr. Chairman, then the letter has been supplied, 
which is dated October 31, signed by W. R. Graelman, colonel, USAF. 
The letter itself refers to another set of minutes. It says: 

Under the circumstances and since each member of this Board has read care- 
fully all the data submitted with the district board meeting minutes, it does not 
seem necessary co discuss in detail all the material submitted to us. 

This in itself is an incomplete document. Might we request that the 
complete document including the minutes referred to in these minutes 
be supplied ? 

Colonel Witson. I believe they are all in there. They are available. 
They are all in the folder. I believe it is under item 2, tab 2, supplied 
in there are those minutes. 

Mr. Batwan. Major Shoemaker, will you tell us what happened? 
The Weatherhead Co. eventually did get the award of the contract / 

Major SHormaker. That is correct. 

Mr. Batwan. That was on what date? 

Major SHormaker. Eighth of November they were given a notice of 
award. 

Mr. Batwan. What is the effective date of the contract ? 

Major SHormaker. November 28, I believe. 

Mr. Gaset. Date of award is November 25. 

Colonel Wirson. Effective date of the contract is the date of the 
notice of award. 

Mr. Batwan. The effective date of the contract 

Major SHormAxker. Is November 8. 

Mr. Batwan. Which is the date of it? 

Major SHormaker. Notice of award. 

Mr. Batwan. Of the notification of award ? 

Major SHormaker. Correct, sir. 

Mr. Batwan. When did the local Cleveland Air Procurement Dis- 
trict make a progress report on the Weatherhead Co. ? 

Major SHoemakeEr. December. 

Mr. Batwan. What date? 

Major SHormaker. First initial report was December and that was 
completed and filed as of January 12. 

Mr. Batwan. Will you read your conclusion on that December 
progress report of Weatherhead performance ? 

Major Suoemaker. I will go through it A, B,and C. 

Mr. Batwan. This is the summary narrative conclusions ? 

Major SHormaKker. Yes, made by Mr. Noel, Production Specialist. 

(a) Delay factor. Unrealistic deliveries promised by contractor and Govern- 

ment acceptance after negative FCR submitted. (0b) Affecting contract line 
item 1.1 rocket launcher type MA-38. (c) Anticipated to become delinquent on 
March 9, 1956. 

Mr. Batwan. You were anticipating at that time that they would 
be delinquent on March 9? 

Major Suormaker. Yes, sir. 

Mr. Batwan. On what basis? 

Major Suormaker. The basis will follow here: 





Narrative (d) John Somers, director of purchasing, and Marvin Touse, pur- 
chasing agent, contacted and review of purchasing orders made with the fol- 
lowing conclusions drawn. Approximately 15 purchase orders placed with 
various venders reviewed were promised set sample material to be received 
on or before December 30, 1955, not all purchase orders however had verifica- 





7 





AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 39 


tion dates from contractor and a verbal vendor shipping date use, not all sam- 
ples received as date of analysis. 

After receipt of samples, the material is to be inspected by contractor and 
then approval given vendors for production quantities to be shipped. This is 
not true in every case but in the majority of the cases. A goodly portion of 
the samples are coming from out-of-State vendors such as clips, plug assem- 
blies and so forth. Although contracts to maintain samplings will be on hand 
by December 30, 1955, in the opinion of the production specialist receipts of 
all samples, inspection and approval of production quantities will not be ac- 
complished until the end of January 1956. 

An inspection of production equipment was made with plant manager, Mr. 
William, and the deputy plant superintendent. The dip tank is approximately 
80 percent installed with Convair tracking. The remaining installation neces- 
sary to complete tank. This should be completed prior to production needs. 
Other production machinery must be installed, connected, and so forth for 
production usage. Tooling requirements were reviewed by Mr. Dix with out- 
side tooling to be completed by week of January 9, 1956. These include for- 
ward and aft bulkhead difficulties. Other tooling to be accomplished in con- 
tractors own tool department and can be contractor controlled as far as com- 
pletion date. Review of testing requirements were made with Bill Allen, engi- 
neering, and John Stair, chief testing engineer; testing is to be accomplished 
at the Wyle Lab of Los Angeles, Calif. Taking transit time into consideration 
testing will take approximately 45 to 50 days for completion. 

Other testing labs were considered but were rejected due to various reasons 
principally due to lack of necessary equipment. Contractor estimates that 
approximately 1 week will be necessary for assembly but since the first 20 
units are to be made from production tooling, it is anticipated more time will 
be necessary to perfect the manufacturing and assembly technique. This is a 
new item with the contractor and a delivery of March 1956 is unrealistic. 
Taking all factors into consideration, delivery of the first 20 units will not 
be accomplished until May 1956. 

Paragraph (e) corrective action taken. Contractor advised to extend every 
possible effort in performance of this contract. Corrective action required. No 
further action until better delivery of launchers. Estimated date of recovery, 


May 1956. 

Mr. Batwan. What do you mean by estimated date of recovery ? 

Major Suormaxer. It means he will be back on schedule as of May. 

Mr. Batwan. Is that allowable under your procedures? 

Major SHormaxker. It was required that we estimate a date when 
he will be back on schedule. We are saying that he is behind schedule 
now. We are required to estimate when he will be back on schedule. 

Mr. Batwan. Will he be delinquent in that case, if he will be as 
late as May 1956? 

Major SHormaxer. No, we are saying that is the recovery date. He 
would not be delinquent. He would recover and become current 
under the schedule. 

Mr. Batwan. He would not be within the 120 days? 

Major Suormaker. No, but he would be back on the production 
schedule. You are talking about production schedules also in here, 
not the 120 days. 

Mr. Hottrretp. That would assume of course that he had achieved 
a satisfactory article? 

Major Suormaker. That is correct, sir. 

Mr. Horirretp. And be approved with pretesting. 

Major SHormaker. Yes. 

Mr. Hottrtetp. So there are several ifs, if he produces a good article, 
he may be able to get into production: is that correct ? 

Major SHormaker. That is correct. You have to assume that he is 
going to. With all factors involved, and they will follow up on this 
production. 

94005—57 4 
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Mr. Batwan. Was there another progress report after this? 

Major SHormaker. Yes, there was one in February and one in 
March. 

Mr. Batwan. Mr. Chairman, might I read extracts from the docu- 
ments and ask Major Shoemaker if that agrees with his documents? 

Mr. Hoxiriretp. You may read and if there is any pertinent fact left 
out, they can be supplied by Major Shoemaker. 

Mr. Batwayn. In this document under item (c) you anticipate again, 
you say it is anticipated to become delinquent on March 9, 1956. 

Major Suormaxer. Under which document ? 

Mr. Batwan. We are talking about the February 1956 progress re- 
port, item (c). 

Major Suormaker. Right. 

Mr. Batwan. In that item (g) you say the estimated recovery date 
providing second test results prove satisfactory is still May 1956. 

Major SHormaker. That is correct. 

Mr. Batwan. And this February document is dated March 5, 1956? 

Major SHormaker. That is correct. 

Mr. Batwan. That means the progress report was made out in Feb- 
ruary and transmitted at that time? 

Major SuHormaxer. The progress report is for the months of Feb- 
ruary but normally completed 4 or 5 days after the end of the month. 

Mr. Batwan. Has the second test been made? You referred to 
providing 

Major SHormaker. They are in test now, sir. 

Mr. Batwan. In the progress report for March 1956, signed by 
George F. Noel. 

Mr. Hotirtetp. Would you excuse me, please? I would like to com- 
plete that record. You said, providing the second test results proved 
satisfactory. You referred to the Weatherhead tests in this instance? 

Major SHormaxer. The Weatherhead tests under the Wyle Lab. 

Mr. Horirretp. Under the Wyle Lab? 

Major SHormaker. Yes, sir. 

Mr. Houirrecp. Was this second test actually the second test of 
launchers shipped from the Weatherhead factory or was it the third 
test? Had there been an intervening test? 

Major SHormaker. There was no intervening test, no, sir, as far as 
the Weatherhead was concerned. 

Mr. Hottrtretp. How many batches were submitted ? 

Major SHormaker. Three batches were submitted. 

Mr. Houtrtexp. The first batch was submitted by Weatherhead, was 
it not ? 

Major SHormaker. Yes. 

Mr. Hortrreip. The second batch that was submitted from the 
Weatherhead factory of 10 launchers I believe were listed as a Polan 
test ? 

Major Suormaker. That is correct. 

Mr. Hortrtevp. Both of those tests failed ? 

Major SHormaKker. We have no official confirmation that the Polan 
failed. 

Mr. Horirretp. You have no official confirmation ? 

Major SHormaxer. Nothing in writing, we have it by telephone 
conversation. 
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Mr. Hortrterp. But your telephone conversation is that it failed? 

Major SHOEMAKER. Yes, sir. Based on Mr. Morgan furnishing us 
the original information that they had failed. , 

Mr. Houirrecp. You say the second test, which is actually the third 
test, it is the second test for Weatherhead but it is the third batch. 


Major Suormaker. It is the fourth batch. Let me straighten you 
out. 


Mr. Hourrterp. This is a little bit confusing. 


That is one of the reasons why we are holding this hearing, to find 
out how 4 batches of test materials from 2 different companies can 
come from the same production line. 

Major Suormaker. The first item of batch test was submitted as of 
Weatherhead. That test failed. The second group, the second batch 
was submitted, I don’t know the dates, we have them here. 

Mr. Hoxtrietp. By whom ? 

Major SHorMAKER. By Weatherhead for Polan. 


Mr. Houirretp. Weatherhead manufactured the Polan articles? 
Major SHorMAKeER. Yes. 


Mr. Honirierp. What happened then? 


Major SHormaxer. They are the ones that failed on the second 
test, the so-called second test. 

Mr. Houtrteip. The second batch. 

Major SHormaker. The second batch. 

Mr. Horairtevp. That failed ? 

Major SHormaKer. That failed. 

Mr. Houtrtevp. The third batch ? 

Major Suormaker. The third batch was shipped by Weatherhead 
from their contract ontherush. 27th of April. 

Mr. Morcan. How about the batch sent on April 15? 

Major Suormaker. It was the 15th of April. 

Colonel Wiison. May I just put in this here? The second batch 
was the batch submitted for the Polan on the 7th of April. The 
second batch of Weatherhead was submitted on the 15th of April and 
the third batch was from Weatherhead and was shipped on the 27th 
of April. 

Mr. Morcan. Actually there is a fourth batch shipped from the 
Weatherhead plant. 

Colonel Witson. Correct. 


Mr. Morean. Did that shipment consist of 2 batches or was that 1 
batch ? 


Colonel Wirson. The last shipment ? 
Mr. Morean. Yes. 
Colonel Wixson. I believe there were 11 samples in that. 


Mr. Ropackx. Where is Polan’s second batch. Has that been 
shipped ¢ 


Colonel Wuirson. It has not. 


Mr. Rogsack. So the third and fourth batches are Weatherhead ? 
Colonel Wirson. That is right. 


Major Suormaker. Correct. 


Mr. Houirietp. Aren’t they about ready to ship another batch for 
Polan? 


Colonel Wirson. I cannot answer that, sir, at this time. Mr. Geyer, 
do you know? 


Mr. Geyer. No, I do not. 
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Mr. Morgan. For the record I might state, Mr. Chairman, that I 
was told by the people at Weatherhead that the following day after 
1 was there, which would be April 26, they were to ship 2 batches to 
Wyle, 1 of those batches to be 10 launchers belonging to Weatherhead 
and the other batch of 10 launchers belonging to Polan. Evidently 
they have not shipped the second Polan batch. 

Major SHormaker. No, they only shipped the 10 or 11 for Weather- 
head. 

Mr. Houirtexp. It is obvious we will not be able to finish this in the 
morning session. 

I believe we had better take an adjournment for lunch and can you 
gentlemen reassemble in this room at 2 o’clock? 

General THurMAN. Yes, sir. 

Mr. Ho.irrevp. The meeting will be adjourned until 2 o’clock. 

(Whereupon a recess was taken at 12:30 p. m., to reconvene at 2 
p. m. of the same day.) 


AFTERNOON SESSION 


Mr. Houirtetp. The subcommittee will be in order. 
Major Shoemaker, will you please take the stand ? 


FURTHER TESTIMONY OF BRIG. GEN. W. T. THURMAN, DEPUTY 
DIRECTOR, PROCUREMENT, HEADQUARTERS, AIR MATERIEL 
COMMAND; ACCOMPANIED BY LLOYD POE, HEADQUARTERS, 
AIR MATERIEL COMMAND; COL. E. H. WILSON, CHIEF, 
AERONAUTICAL EQUIPMENT DIVISION, HEADQUARTERS, AIR 
MATERIEL COMMAND; CHARLES A. RUSH, PRODUCTION 
SURVEY STAFF, DEPUTY DIRECTOR, PRODUCTION, HEAD- 
QUARTERS, AIR MATERIEL COMMAND; E. M. GABEL, 
BUYER, AIR MATERIEL COMMAND, AERONAUTICAL EQUIPMENT 
DIVISION; V. SLAMER, BUYER, AIR MATERIEL COMMAND, AERO- 
NAUTICAL EQUIPMENT DIVISION; LT. R. A. KIRKPATRICK, ENGI- 
NEERING-WEAPONS GUIDANCE LABORATORY, WRIGHT AIR 
DEVELOPMENT CENTER; MAJ. GENE SHOEMAKER, PRODUCTION, 
CLEVELAND, AIR PROCUREMENT DISTRICT; MAJ. JOHN Mc- 
GOWAN, PRODUCTION, CLEVELAND, AIR PROCUREMENT DIS- 
TRICT; AND A. G. HOFFMAN, PRODUCTION, DAYTON AIR PRODUC- 
TION DISTRICT, UNITED STATES AIR FORCE 


Mr. Batwan. Will you move up closer to the reporter, Major Shoe- 
maker. 

Major SuHormaxker. Yes, sir. 

Mr. Batwan. Mr. Chairman, we established that in the report of 
March by the Cleveland APD, the progress report states that— 

Taking all factors into consideration, delivery of the first 20 units would not 
be expected until May 1956. 

In the progress report for February, this same organization in 
Cleveland reports— 


Estimated recovery date for their getting on schedule will be May 1956, which 
is still beyond the 120 days. 
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We were just about to discuss the March progress report, Mr. Chair- 
man, and you had finished, or you had been asking questions on, the 
different batches of tests. Did you want to pursue that any more ? 

Mr. Houirretp. No. I think the record is clear on that at this time. 

Mr. Batwan. Major Shoemaker, will you give the subcommittee 
the results of your March progress report ? 

Mr. Hourrrerp. I think I might sum up the facts on those tests 
while the major is getting his material. 

The testimony shows that only one production facility is operating, 
only one production line has been set up; this by a major industrial 
producer rather than a minor industrial producer. 

That the so-called portion of the contract that is set aside for small 
business, while nominally let under contract to a small-business con- 
cern, is actually being produced, not in the area where the small- 
business concern exists, but in the factories of the major-business 
concern. 

This brings up the question of the propriety of this type of arrange- 
ment, which we can go into a little later. 

Mr. Batwan. Mr. Chairman, we expect to establish the same way, 
by documentary evidence, what happened with the award on the 
set-aside portion of this procurement. 

Proceed, then, Major Shoemaker. 

Major Suoemaker. I will read the narrative report of Mr. Noel 
for the month of March. 

Mr. Batwan. Could you summarize these? Do you think it is 
possible to summarize each paragraph rather than read it? 

Major SHoemaker. I would prefer to read them. 

Mr. Bauwan. Proceed. 

Major SHorMAKER (reading) : 


A. Delay factor test. Ten each launcher submitted for tests. Due to deteriora- 
tion of launcher during the humidity tests and subsequent structural failures 
encountered during the vibration program, testing was discontinued. Remainder 
of the qualifications program as required by contract was not conducted. 

B. Effecting contract line item No. 1.1, launcher type MA-3. 

©. Currently delinquent. Became delinquent March 9, 1956. Date of delin- 
quency has been established in accordance with Headquarters, AMC-MCPR-MP 
letter dated March 2, 1956. 


Mr. Batwan. Major Shoemaker, are you saying that AMC has 
confirmed this delinquency by that letter? 

Major SHoemaker. It is a letter setting forth policy by which 
delinquenci ies will be determined. 

Mr. Batwan. Mr. Chairman, might we have a copy, if such a copy 
exists in the files; could that be introduced ? 

Major Suormaker. I don’t have a copy. 

General Truurman. I do not think it has been. We will submit 
it for the committee. It is a policy statement. (See p. 117.) 

Mr. Bauwan. Thank you. 

Major Suormaxker. That is correct. 

D. It should be noted that paragraph (d), page 2 of contract, contains con- 
dition that is in direct conflict with provisions contained in reference Head- 
quarters, AMC, letter dated March 2, 1956, specifically, paragraph (c), which 
states “The date of the contract is the date of the award made by the contracting 
officer.” Headquarters, AMO, letter dated November 8, 1955, addressed to 


Weatherhead Co. states, “You are hereby awarded a contract for the articles 
therein described in the total amount of $3,067,001.34. Standard form of Govern- 
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ment contract No. AF-33-631699 is being prepared and will be forwarded to you 
in the near future.” 


This letter was signed by Ralph B. Brinkman, contracting officer. 


Mr. Batwan. Is the significance of this the fact that it establishes 
the exact date of the delinquency ? 


Major SHormaker. That is right; yes. 

Mr. Bauwan. In other words, there might be some difference of 
opinion as to whether the notification of award or the date appearing 
on the contract is the effective date of the contract 

Major Suormaxker. There was. That was the significance. But, 
however, it has been determined that March 9 or March 8—the date 
of notice of award has been determined as being the effective date of 


the contract. That was brought up this morning in previous 
testimony. 


Mr. Batwan. All right. 


Major SHormaxer. Twenty each samples were shipped by the con- 
tractor and received in Crestview, Fla, on March 8, 1956. Ten each of 
these samples were the same sample that had failed in qualification 
test and had not been completely tested in accordance with terms and 
conditions of the contract. 

Contractor air-expressed 11 each identical samples to Wyle Labora- 
tory in E] Segundo, Calif., for testing on April 7, 1956. However, it 
is noted that these samples, although identical to previous samples 
submitted with the exception of sealant, have been submitted against 
the Polan Industries, Inc., contract. 

Testing of these samples scheduled to start on April 11, 1956. 

Mr. Batwan. Would you explain, before you proceed, what phys- 
ically is there different in the—have they got 2 portions of their plant 
where in 1 portion they are making a Polan launcher and in another 
section they are making a Weatherhead launcher on their contract ? 

Major SHormakeEr. I cannot explain that. 

Mr. Batwan. Have you somebody here from the Cleveland office 
who has been in the Weatherhead plant ? 

Major McGowan. I visited the Weatherhead plant in the last week 
in December, approximately the 30th day of December; and at that 
time they were setting up a production line. 

Now, I was not aware at that time that they were going to perform 
for Polan. 

Mr. Batwan. The answer is, you don’t know, then, whether they are 
setting up two separate lines ? 

Major McGowan. Right now, I couldn’t say whether they have a 
duplicate line, but that I doubt. I think their capacity that they have 
set up on the production line, I think if you were to walk into that 
plant today, I think you would find one production line that would be 
set up. 

Mr. Batwan. We are not talking about a production line at this 
point. They have not arrived at production. This is apparently 
their engineering shop where they are trying to arrive at a prepro- 
duction sample. : é 

Major McGowan. No. The assembly of these units at that time, 
they told me they were going to assemble the units on work benches 
that were going to be a part of the production line. 
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Mr. Batwan. We don’t have anybody here who has been there 
recently, to say what is the physical distinction between samples sub- 
mitted as against the Polan contract and the Weatherhead contract? 

Major McGowan. No. 

Mr. Ropackx. May I inquire along this line: You say you were not 
aware in December when you visited the plant that Weatherhead was 
going to produce the sample rockets for Polan ? 

Major McGowan. I knew nothing about it. 

Mr. Rozack. Who was supposed to know about it ? 

Major McGowan. Well, as far as the Cleveland office, I don’t think 
anybody was supposed to know about it. 

Mr. Ropack. Was it a matter of indifference to the Cleveland office 
who would actually produce the rocket launchers which Polan had 
contracted to produce? I am talking about the sample launchers. 

General THurMan. Sir, may I make a comment here. Cleveland 
had the responsibility for the administration of the Weatherhead con- 
tract. Dayton had the responsibility for the administration of the 
Polan contract. 

Mr. Rosack. Would it be the case that Dayton would be informed 
and would be requested to give approval for the production of sample 
rocket launchers in the Weatherhead plant to be submitted to the Air 
Force by Polan as their required samples ? 

General Tuurman. Colonel Wilson, would you care to make a state- 
ment as to what the contractual provision on that is? 

Colonel Wirson. I am not too sure that I completely understand 
the question. Let me express myself this way: That as far as the 
Polan contract being known to the Cleveland district is concerned, I 
doubt seriously that in December they knew anything at all about that. 

Mr. Rorsack. Would it not make a difference to their own produc- 
tion and promised delivery schedules? 

Colonel Witson. The answer to that is “Yes,” if they had known it, 
they would have definitely had it in effect. 

Mr. Rorack. Was it a delinquency or an improper omission on the 
part of Weatherhead or Polan that your office or the Cleveland office 
was uninformed ? 

Colonel Wirson. I go back to the point that I made, sir, that I do 
not think that Cleveland or Dayton at that time knew of the situa- 
tion of Polan working with Weatherhead, or Weatherhead working 
with Polan to make such. 

Mr. Rozack. At that time; where do you date that? 

Colonel Wirson. December, which is the period of time that I be- 
lieve you spoke about. 

Mr. Batwan. Mr. Chairman, those dates will be brought in when 
we get into the Polan contract. 

Will you proceed ? 

Major SHormaxer. Contractor in process of manufacturing 10 
additional samples which will have incorporated a new type of sealant. 
These samples are scheduled for shipment to Wyle Lab on April 15, 
1956. Anticipated completion of testing approximately May 15, 1956. 

Mr. Batwan. Is this the second lot or batch on Weatherhead ? 

Major SHormaxer. Yes, April 15, yes. 

Mr. Batwan. Right. 
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Major Suoemaxker. This contract had not been reported delinquent 
previously, inasmuch as the test report on the initial samples was not 
made available to this office for analysis until April 5, 1956. 

Mr. Batwan. Now, explain the significance of this last statement. 
Which samples are you talking about ? 

Major SHormaxker. The initial samples, sir. 

Mr. Batwan. When was that sent to Wyle Labs? 

Major Suormaker. January, about the last week in January. 

Mr. Batwan. What was the date at which Wyle completed testing ? 

Major Suormaker. February 29, 1956 is the date on the report. 

Mr. Batwan. Wyle completed and wrote the report on February 
29, 1956? 

Major SHormaker. Right. 

Mr. Batwan. Your office didn’t know about this until April 5, 1956 ? 

Major SHormaker. That is correct. 

Mr. Batwan. Can you explain that? Have you heard any explana- 
tion for that ? 

Major Suormaker. No, except that the sample, the report was not 
sent back to us; it would go to the laboratory WADC, and we do not 
become involved in that report. 

Mr. Batwan. What is the significance of mentioning this here? 

Major SHorMaKker. Because we were determining delinquency, the 
point of delinquency, because we did not know officially that the items 
had failed until that was received, and therefore we could not report 
the contractor delinquent. 

Mr. Batwan. Now, this is the end of March that you are making 
a progress report. The delinquency was established as of March 8. 

Major SHormaker. Right. 

Mr. Batwan. But you didn’t know, since you had no report by 
April 5, until April 5 you did not know that as early as March 5 they 
had already been delinquent. 

Major Suormaker. Right, because this was a March report. We 
only make a delinquency report on a 30-day basis. 

Mr. Horirrerp. You mean a contract, then, can run 30 days over, 
30 days’ delinquent, without your knowing about it ? 

Major Suormaker. No; for reporting purposes. 

Mr. Horirtevp. For reporting purposes. 

General THurman. It could run 30 days before it was reported, be- 
cause we have the report only once a month. That does not necessarily 
mean that the district did not have knowledge of it, but they are not 
required to report except once every 30 days. 

Mr. Batwan. But in this case, they neither reported at the end of 
the month—but they didn’t know until April 5, a month later? 

Major SHormaxker. As a reporting procedure, sir. There was an 
“anticipated” report, as you will recall, in February, because we knew 
they were experiencing difficulties, But for reporting procedures, it 
would not be reported until our March report, which was submitted 
by April. 

Mr. Batwan. You would .not report until the end of March? 

Major SHormaxker. That is correct. 

Mr. Bantwan. You would normally have expected to receive this 
sooner than that ? 

Major SHoemaker. Sometime during the month of March; yes, sir. 

Mr. Batwan. And you didn’t? 
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Major Suormaxker. No, sir. 

Mr. Batwan. And you are making a point of that? 

Major SHormaker. Right. 

Mr. Batwan. Because it hampered you in making a decision on 
delinquency. 

Major SHormaker. For reporting purposes. 

Mr. Batwan. Right. 

Would you proceed, then. 

Mr. Hoxtrretp. Would you care to add to that, Major McGowan? 
I noticed you asked the Chair for recognition. 

Major McGowan. I would like to clear up one thing, Mr. Chairman. 

The contract would actually not become delinquent until the 8th 
day of March. Therefore, we would not be in order to report a con- 
tract delinquent the day before that. For reporting purposes, in our 
division, on the last day of the month we go through all our contracts; 
and if a contract becomes delinquent during the month, then for re- 
porting purposes we pick them all up. Maybe a contract is not due 
until the thirtieth day of the month or the last day of the month, so 
we have to wait until the last day of the month to find out whether 
this contractor is delinquent or is not delinquent. 

And then the first 5 days of the following month, then we sum- 
marize our reports for the month, but we cannot report a contract 
delinquent before the due date, because he may come up and make 
delivery. 

Mr. Batwa. Is there any obligation on the part of the Cleveland 
APD to report a contractor delinquent on Miechi-—whiee date was it? 

Major McGowan. The due date was the 8th of March. 

Mr. Batwan. On March 9, should you not have known that con- 
tractor was delinquent ? 

Major McGowan. We would know that the man was delinquent be- 
cause he has not delivered, but for reporting purposes and for our rec- 
ords, we would not make any such report until the last of the month. 
That is our procedure we followed. 

Mr. Batwan. So it is possible for a contractor to be delinquent and 
you not know about it? 

Major McGowan. That is true. But we try to keep on him as close 
as we can; but in the case of reporting this contractor delinquent, 
we could not report that contractor officially delinquent until such a 
time as we had that test report. All we had was somebody said they 
failed. But we don’t know until we have got something to prove it. 

Mr. Batwan. Will you proceed with the report ? 

Major SHormaker. Corrective action taken: Contractor experi- 
menting with new sealant in an effort to overcome absorption of ex- 
cessive humidity during preproduction test, and is in process of manu- 
facturing 10 each additional launchers to be submitted to Wyle Lab 
for test. 

This office maintaining close followup to assure delivery of addi- 
tional launchers to Wyle Lab for testing. 

Corrective action required: No further action necessary at this time 
outside of followup. 

G. Estimated recovery date. Due to failure—— 

Mr. Batwan. Due to what? 
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Major SHormaker. Due to complete failure of the launchers during 
testing of preproduction samples and extreme possibility of additional 
failures, recovery date is determined as indefinite. 

Mr. Batwan. What action do you take besides submitting a monthly 
progress report, when the contractor becomes delinquent ? 

Major SHormaker. The only thing we do there is follow up and 
endeavor to get him back on production schedule. 

Mr. Batwan. Is there a default clause in the contract ? 

Major SuHormaker. There is a default clause in the contract. 

Mr. Batwan. Mr. Chairman, would it be appropriate to have the 
default clause read from the contract ? 

Mr. Houitrrecp, Would you please read that, Major? 

Major SHormaker. The contracting officer would prefer to do that. 

Mr. Stamer. That is a long clause. Do you want the whole thing? 

Mr. Batwan. Would you give the clause to Major Shoemaker and 
have him read the clause / 

Mr. SuamMer. Surely. 

Mr. Houirrevp. Have you ever had occasion to use the clause in any 
of your contracts ? 

Mr. Stamer. Yes, sir. It has been used before. 

Mr. Rogpack. Has it ever been used in a contract of this magnitude 
or over / 

General THurMAN. Sir, may I answer that? I can’t say specifically, 
but I am certain that it has. It is a standard clause, and we have used 
it numbers of times. 

Mr. Houtrrevp. All right. 

Mr. Batwan. Let’s get it. 

Major SHormaker. It is a standard clause. 


STATEMENT OF GERRITT W. WESSELINK, ASSOCIATE GENERAL 
COUNSEL, HEADQUARTERS, UNITED STATES AIR FORCE 


Mr. Wessevink. I am Gerritt Wesselink, Associate General Counsel. 

I may say that approximately one-third of the cases appearing be- 
fore the Board of Contract Appeals on disputes are under the default 
clause for termination. Whether or not they are of this magnitude, 
I do not know, but I can assure you that if vou will look at the record 
of the Board of Contract Appeals, you will find many, many cases. 

As I say, I think approximately one-third of the business of the 
Board of Contract Appeals is concerned with the termination of con- 
tracts by default. I may be mistaken on that exact figure, but I know 
it is a bigger percentage than any other form of article that comes in 
dispute. 

Mr. Houtrretp. Thank you for that information. 

Mr. Batwan. Would you identify where this clause is, or by para- 
graph number? 

Major SHormaxer. Yes, sir. It is standard form 32, paragraph 11, 
default. 

Final default. (a) The Government may, subject to the provisions of para- 
graph (b) below, by written notice—-—— 

Mr. Batwan. What does “(d) below” refer to? 

Major SHormaker. “(b) below.” 
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Mr. Batwan. What does it refer to? 
Major SHoemakenr. I shall read it. 


The contractor shall not be liable for any excess cost if any failure to perform 
the contract arises out of causes beyond the control and without default or neg- 
lect, negligence of the contractor. Such causes include but are not restricted to 
acts of God or of the public enemy, acts of the Government, fires, floods, epidemics, 
quarantine restrictions, strikes, freight embargoes, unusually severe weather, and 
defaults of subcontractors due to any of such causes, unless the contracting 
officer shall determine—— 


Mr. Batwan. Major Shoemaker, I think we understand what that 
refers to now, and we will insert the total of that in the record. Will 
you proceed, then, with the default clause. 

(The information referred to is as follows :) 


GENERAL PROVISIONS 


(Supply Contract) 
11. Deravutr 


(a) The Government may, subject to the provisions of paragraph (0b) below, 
by written Notice of Default to the Contractor terminate the whole or any part 
of this contract in any one of the following circumstances : 

(i) if the Contractor fails to make delivery of the supplies or to perform 
the services within the time specified herein or any extension thereof; or 

(ii) if the Contractor fails to perform any of the other provisions of this 
contract, or so fails to make progress as to endanger performance of this 
contract in accordance with its terms, and in either of these two circum- 
stances does not cure such failure within a period of 10 days (or such longer 
period as the Contracting Officer may authorize in writing) after receipt 
of notice from the Contracting Officer specifying such failure. 

(b) The Contractor shall not be liable for any excess costs if any failure 
to perform the contract arises out of causes beyond the control and without the 
fault or negligence of the Contractor. Such causes include, but are not restricted 
to, acts of God or of the public enemy, acts of the Government, fires, floods, 
epidemics, quarantine restrictions, strikes, freight embargoes, unusually severe 
weather, and defaults of subcontractors due to any of such causes unless the 
Contracting Officer shall determine that the supplies or services to be furnished 
by the subcontractor were obtainable from other sources in sufficient time to 
permit the Contractor to meet the required delivery schedule. 

(c) In the event the Government terminates this contract in whole or in 
part as provided in paragraph (a) of this clause, the Government may procure, 
upon such terms and in such manner as the Contracting Officer may deem 
appropriate, supplies or services similar to those so terminated, and the Con- 
tractor shall be liable to the Government for any excess costs for such similar 
supplies or services: Provided, That the Contractor shall continue the perform- 
ance of this contract to the extent not terminated under the provisions of this 
clause, 

(ad) If this contract is terminated as provided in paragraph (@) of this clause, 
the Government, in addition to any other rights provided in this clause, may 
require the Contractor to transfer title and deliver to the Government, in the 
manner and to the extent directed by the Contracting Officer, (i) any completed 
supplies, and (ii) such partially completed supplies and materials, parts, tools, 
dies, jigs, fixtures, plans, drawings, information, and contract rights (herein- 
after called “manufacturing materials”) as the Contractor has specifically 
produced or specifically acquired for the performance of such part of this 
contract aS has been terminated; and the Contractor shall, upon direction of 
the Contracting Officer, protect and preserve property in possession of the 
Contractor in which the Government has an interest. The Government shall 
pay to the Contractor the contract price for completed supplies delivered to 
and accepted by the Government, and the amount agreed upon by the Contractor 
and the Contracting Officer for manufacturing materials delivered to and 
accepted by the Government and for the protection and preservation of property. 
Failure to agree shall be a dispute concerning a question of fact within the 
meaning of the clause of this contract entitled “Disputes.” 
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(e) If after notice of termination of this contract under the provisions of 
paragraph (a) of this clause, it is determined that the failure to perform 
this contract is due to causes beyond the control and without the fault or 
negligence of the Contractor pursuant to the provisions of paragraph (b) of this 
clause, such Notice of Default Shall be deemed to have been issued pursuant 
to the clause of this contract entitled “Termination for Convenience of the 
Government,” and the rights and obligations of the parties hereto shall in such 
event be governed by such clause. (Hacept as otherivise provided in this con- 
tract, this paragraph (e) applies only if this contract is with a military 
department. ) 


(f) The rights and remedies of the Government provided in this clause shall 
not be exclusive and are in addition to any other rights and remedies provided 
by law or under this contract. 


Major SHorMAKER (reading again) : 


by written notice of default to the contractor terminate the whole or any part of 
this contract under any one of the following circumstances: (1) If the con- 
tractor fails to make delivery of the supplies or to perform the services within 
the time specified herein or any extension thereof, or (2) if the contractor fails 
to perform any of the other provisions of this contract or so fails to make prog- 
ress as to endanger performance of this contract in accordance with its terms, 
and in either of these two circumstances does not cure such failure within 
a period of 10 days or such longer period as the contracting officer may authorize 
in writing after receipt of notice from the contracting officer specifying such 


failure. 

Mr. Batwan. Have you reached that point in this contract? 

Major SHormaxer. No, sir; we have not issued any default notice. 

Mr. Batwan. What are the criteria which determine when the Air 
Force begins enforcing the default clause? 

Major SHormaker. When it is determined that the contractor is 
not going to perform as specified in the contract clause. 

Mr. Batwan. In your paragraph G in your March report, does that 
indicate pretty closely that they are going to—there is some hope of 
their going ahead with this? 

Major SHormaker. There is. 

Mr. Batwan. And we have not reached such a point, even though 
you say that recovery date is determined as indefinite? 

Major SHormaker. Correct. 

Mr. Batwan. They are meeting the conditions of default here in 
that they are not meeting the schedule. 

Major SHormaxer. Yes; they are expending all efforts, and as the 
Government does not normally institute default clauses as long as it is 
possible and the contractor is showing good intent to meet his require- 
ments of the contract; and depending, again, on the number of the 
item, the necessity for it, and the cost of terminating such a contract 
or defaulting such a contract. 

Mr. Batwan. Mr. Chairman, I have no further questions on de- 
fault. I think it is an area on which you and Mr. Lipscomb will 
probably pursue. 

Mr. Houirtetp (reading) : 


It is the policy of the Air Force to utilize default cancellation procedure when 
the contractor has not complied with the terms of the contract and, as a result 
of such failure, cannot deliver to the Air Force the supplies and services called 
for under the contract in the manner and within the time which the Air Force 
has need for such supplies and services. 


That is part of your termination of contracts instructions. 
And you state that it is not the policy of the Air Force to use de- 
fault cancellation as a punitive measure, but to insure the contractor’s 
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adherence to his contractual obligations, to protect the Government 
from losses which the Government may sustain as a result of the con- 
tractor’s failure to comply with the contract obligations. 

So you state that you are not to that point in this contract. You 
feel that there is still a possibility of the Weatherhead Co. and the 
Polan company fulfilling their contracts ? 

General THurman. Mr. Chairman, the determination of whether 
to invoke a default is a function of the buying activity rather than the 
administering activity which Major Shoemaker represents. 

Mr. Hotirtexp. I see. 

General THurMAN. May I suggest, sir, that your question be di- 
rected to Colonel Wilson. 

Mr. Houtrrevp. All right. 

Colonel Wirson. I believe that in this instance, where the contrac- 
tors are endeavoring to fulfill their obligations in terms of meeting the 
conditions of the contract, which is the ultimate delivery of these 
rocket launchers, that there is still a possibility that they can come out 
of the woods and deliver. 

Mr. Houirievp. The reason I was directing my question to the major 
was that in reading paragraph 3 (c), it says the administrative con- 
tracting officer has the responsibility of initiating action pertaining to 
possible default cancellation of contracts. 

General THurman. They initiate the action. The determination is 
made by the buying agency. 

Mr. Houtrrexp. I see. 

Mr. Morean. Have they initiated any action ? 

Colonel Witson. The initiating contracting officer—I will have to 
refer to—— 

General THurRMAN. Major Shoemaker will know. 

Major SuHormaker. The contracting officer, administrative contract- 
ing officer of our office, has not. 

Mr. Morgan. This instruction goes further, and states under (1): 
“Whenever a contractor is delinquent,” and this contractor has been 
declared delinquent according to your monthly progress report which 
you just read, as to any substantive provisions of the contract. Do you 
consider this preproduction sample delivery of these samples a sub- 
stantive provision of the contract ? 

Major SuHormaker. Yes, sir, they are. 

Colonel Wiison. Yes. 

Mr. Morean. Then it says: 


The administrative contracting officer shall furnish full information to the 
procuring contracting officer— 


the buyer— 


and recommend that the contractor be notified of the possibility of the contract 
being canceled for default. 

Now, this contractor has been in default or declared delinquent as of 
March 9, almost 2 months ago; and yet no action has been initiated 
on the part of the administrative contracting officer to inform the 
buyer, or the buyer has not recommended the possibility of the contract 
being canceled for default. Is that correct? 

Colonel Witson. That is correct. 

Mr. Rosacx. Mr. Chairman, there was a statement made which is 
not in the nature of a statement of fact but a statement of surmise, 
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with regard to default, the exercise of default privileges on Air Force 
contracts. 

Now, when we had the hearing for the Navy, Bureau of Aeronautics, 
on what kind of contracts or to what extent the default clause privilege 
is exercised, there was a statement that to some extent it was exercised. 

The quesion then came up, was it exercised on contracts of $300,000 
or over, and a request was made and information was forthcoming to 
the effect that in the calendar years 1953, 1954, and the first 4 months 
of 1955, of 188 contracts each exceeding $300,000, in no case was the 
default privilege exercised, that is, of 188 terminated contracts. 

May we make a request for similar information for, say, the last 2 
calendar years / 

Mr. Houirterp. Will that be available? In view of the statement 
that it had been used in possibly a third of the cases, I think it would 
show a complete disparity between the Air Force action and the Navy 
action. 

It was thought by some of the members of our committee at the 
time, that the Navy procurement people had not exercised default at 
times when they should have exercised it. 

General THurMAN. Sir, may I be sure—— 

Mr. Houirmtp. This one is showing a sharp difference of treatinent 
on the part of the Air Force over the Navy, and I am not saying that 
it is bad. I think it would be interesting for the committee to have 
it as a matter of additional information in our studies of procurement. 

General THurMAN. Sir, may I be sure I understand the request. It 
is to submit all of the contracts that have been terminated, for over 
$300,000 ¢ 

Mr. Ropack. $300,000 or over. 

General THurman. For default? 

Mr. Rosack. For the preceding— 

Mr. Hourrrevp. For the years 1954 and 1955. You would not have 
1956 yet. 

Mr. Rosack. If you have it up to date, I mean up to a reasonable 
month. We are not interested in exact dates. 

General THuRMAN. But it is contracts over $300,000 ? 

Mr. Rogack. That have been terminated. 

General THurMAN. Terminated for default, or of any kind? 

Mr. Rosack. How many have been terminated, and how many of 
those have been terminated for default. 

General THurMaNn. All right, sir, we will give that to you. 

(The information referred to was supplied. See p. 119.) 

Mr. Houtrrevp. As we understand it, if a contract is terminated on 
the basis of default, failure of the contractor to live up to his obli- 
gations, it means that the Government is protected from a financial 
standpoint; where if it is terminated on another basis, there may be 
no damages collected by the Government or 





General Tuurman. In general, Mr. Chairman, if a contract is termi- 
nated for default, the Government does not have to pay anything to 
the contractor, and can buy against that contract. 

Mr. Houtrretp. That is right. 

General Tuurman. And if it is successful in recovering a judgment, 
can recover any additional costs involved. 
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If there is a termination for convenience, then the contractor has a 
claim against the Government, and the Government has no right to 
reprocure and charge excess costs. 

Mr. Hoxariexp. I want to make it very clear that neither by my 
statement nor by inference are we suggesting that the default be used 
in this particular instance. 

General THurMAN. We understand, Mr. Chairman. 

Mr. Ho.irietp. We are exploring the methods by which you are 
operating, and we are not passing judgment on whether it should be 
used or not. 

General Tuurman. Yes,sir. We will make that information avail- 
able. 

Mr. Wessevink. May I make one thing clear. My statement was 
not concerned with contracts over $300,000. I mean, I indicated that 
the termination for default article was used, and I could not say 
whether it was for contracts over $300,000 or what the amounts were: 
and I might further add that I was on the Board of Contract Appeals, 
and it was at that particular time a joint Air Force and Army opera- 
tion. 

I have not figured it out that exactly. But I think as a general rule, 
you will find there are more terminations for default of smaller con- 
tracts on the Army side, because of the Quartermaster Corps and some 
of those types of contract, than there would be of the larger ones. 

But I just want to make clear that my statement did not specify a 
dollar amount of $300,000 to what was done. 

Mr. Houirtetp. No. we realize that. 

Mr. Rosack. This is no reflection on your testimony. We are only 
interested in knowing the extent to which, in sizable contracts, the 
default clause is used. 

Mr. Wessetink. I only wanted to make sure I was not making my 
statement as to contracts of over $300,000. I have never analyzed it 
from the point of view of dollar amount. 

Mr. Batwan. Mr. Chairman, I would like to proceed on one point 
here which bears on the significance of the 120-day schedule, and this 
is reading from the minutes of the FCR Advisory Board. It is a 
wiielts of peoeeedings of a case on Weatherhead Co., Cleveland, for 
MC-HC-525 of the Cleveland Air Procurement District, in which 
Major Shoemaker says, in discussion of the 120-day period which they 
believed could not be met: 

And I am saying that 120 days is also a required delivery. 

Mr. PLANK. Not in the sense that they interpret the FCR, because in the nor- 
mal practice they will spell it right out. Here they say neither desired nor 
— SHOEMAKER. It says “shall be.” I would say “shall be” would be 
required delivery schedule. 

Mr. OLENBURG. I agree. 

Major SHOEMAKER. Does the Board feel we are right to submit an alternate 
preproduction schedule? 

Mr. Livineston. I don’t see any harm in it. 

Mr. PLANK. Would you be—what would you be hurting? 

Major SHorMAKER. You are changing the bid. 


Mr. Wavu@aH. No, we are explaining the contractor may not be able to meet 
preproduction requirement, but he will be able to meet regular production 
runs, 

Major SHOEMAKER. I don’t feel you are giving a flat “no,” because everything 
here goes with it. 
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Mr. WavueH. Can we, according to regulations, recognize the fact that there 
are two problems here? If we can, in fairness to the contractor, we should do it. 

Major SHOEMAKER. You cannot change a bid. My contention is that, since 
this is a bid, we are changing the contractor’s bid. 

Mr. PLANK. You do that in all cases where you change a delivery schedule. 

Major SHOEMAKER. But we don’t change bids on IFB. 

And it continues in that vein. 

What is the significance of that discussion? Is the extension of 
time when you are overridden on something like this, when you said 
they could not perform in that time and they went ahead anyway and, 
as facts turn out, they don’t perform, is that in effect changing the bid, 
eventually, as far as the other contractors who bid ? 

Major Suormaker. No. ItisanIFB. It is not changing the bid on 
specifications. 

General THurman. Mr. Chairman, may I interject something? 

Mr. Batwan. I am not sure the witness understood the question. 

Does an extension of time—I will put it this way: If the other con- 
tractors who had bid had known that it is as easy as this to get an 
extension of the 120 days, would they have been more willing to bid 
and get a lot of experimenting done to provide this thing ? 

Major Suormaker. There has been no extension of the bid. 

Mr. Batwan. There is no extension in the time required for delivery 
of the eens sample ? 

Major SHormaxker. No,sir. It is still 120 days. 

Mr. Batwan. And they are delinquent in that? 

Major SHormaker. Right, 

Mr. Hoxtrretp. But by the very fact that you have not taken steps to 
terminate, you are granting, if not officially and formally, you are 
certainly granting additional time. You are waiving your rights 
to a notice of termination by default, by allowing them to proceed. 

Major SHormaker. Yes. 

Mr. Hortrretp. I am not saying you may not be justified in doing it. 
But isn’t that a fact ? 

Major SuHormaker. I will have to ask my legal people or contracting 
people, because I am not a contracting officer on that. 

Mr. Hottrrerp. Let’s have an opinion from the legal counsel. 

Mr. Wessetink. No. The answer to that is very clearly “No.” It 
happens in our contracts all the time. It is contemplated through the 
very machinery of the delays-damages article, through the changes 
provision of the contract, and the Comptroller General has specifically 
ruled that only in those cases in which a contractor was awarded a 
contract at a higher price because of the fact that he insured an earlier 
delivery date, does that become a factor. And then you must have a 
provision in the contract. 

As I say, if the Air Force under those circumstances—if we were 
to do business on the basis that every time we had to default a contract, 
otherwise we would be changing a bid and we would have a void con- 
tract—we would be completely out of business, Mr. Chairman. We 
could not operate that way. 

And, as I say, it is contemplated, and it is understood in all of these 
contracts, that there will be conceivably some delay and that there 
will be an extension of the delivery date, presumably, for some reason. 

Mr. Houirrevp. Is the chairman to understand, then, that this pro- 
vision of the IFB, this 120-day provision, is a completely flexible 
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provision, in the judgment of the officers, that contractors may now 
take notice from this day henceforth that the 120 days does not mean 
120 days? 

Mr. Wessetink. Not “does not.” There must be some basis for the 
action on the part of the Air Force in taking the action that it does; 
and it certainly does not mean that if the Air Force does not choose, 
under the circumstances, or does not feel that there is reasonable 
cause for giving an extension of time, that they cannot default the 
contractor for failure to live up to his contract. 

But the question that was asked was whether or not this did not 
become a change in the bid, in that we didn’t put all contractors on an 
equal basis because of the fact that we didn’t terminate a contractor 
for default immediately upon the—immediately it became delinquent 
in one or the other of the provisions. 

In the first place, as to this contract, the important thing really is 
insofar as the default action is concerned, if there wouldn’t be de- 
livery of the end item to the Government. That is the thing that is 
the really important factor. 

Now, we do have the right under our contract, if we feel that this 
end item is going to be delayed, and that there hasn’t been sufficient 
progress to insure delivery of the end product, we have the right to 
terminate if that production or performance has been jeopardized. 

But the thing that is really important is the fact that he will de- 
liver certain end items to us at a certain date. And there is the dif- 
ference in treatment in the clause, as you will notice, in the situation 
where there is a default in the delivery of the end items and when 
there is a default in connection with the performance of some other 
provision of the contract, or if satisfactory progress is not made. 

Mr. Houtrretp. So we are to understand, then, in spite of paragraph 
(g), estimated recovery date, due to complete failure of launchers 
during testing of preproduction samples, an extreme possibility of ad- 
ditional failures, recovery date is determined as indefinite, that not- 
withstanding that statement, for all intents and purposes there is now 
and will be continuing delay in the presentation of approved test 
models ? 

Mr. Wessevink. No. I say that it is possible that we will reach a 
point in connection—it is very possible, and I don’t know anything 
about this specific case, but it is very possible that we would reach a 
‘point in the production of this contract in the furnishing of first 
articles that the Contracting Officer would determine that progress 
had been so jeopardized that ultimate delivery of the end items would 
not be made; and under those circumstances, under the default clause, 
upion the giving of 10 days’ notice, as I recall, to the contractor in 
which to correct that particular defect, we could default. 

On the other hand, if we came to the end of the contract perform- 
ance date at which time all these things should have been delivered, 
and he had not delivered, we could then, if we chose to do so, terminate 
him at once without giving him any notice, and without any further 
ado. Wecould terminate him for default. 

Qn the other hand, it is discretionary, also. We could continue. 

Mr. Rozack. Are you in effect making a determination that there is 
reasonable cause for delay in the submission of the preproduction 
launchers ? 
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Mr. Wessevink. Yes, I think so, and I assume—I would rather 
have the production people state that. I assume that they are con- 
cerned, also, with the fact that to start all over again on this type of 
an arrangement might be a very costly procedure. 

Those are all considerations that are taken into effect in whether or 
not a termination for default is going to be made. 

General THuRMAN. Sir, may I attempt to confuse this a little fur- 
ther. [Laughter-. | 

Mr. Ho.trrevp. Yes. 

General THurMaNn. Forgive me if I am a little verbose in doing so, 
but we need to go back. 

We have basically two kinds of contracts: negotiated contract and 
advertised contract. Most of the types of contracting that we do at 
headquarters AMC are negotiated, because most of the things that 
are subject to advertising have been decentralized to other agencies. 

So most of the facility capability reports that are requested are in 
connection with negotiated contracts. 

Now, in those cases where the district making the facility capability 
report is of the opinion that the contract t schedule proposed cannot be 
met, they will come back and give their opinion of a contract schedule 
which can be met. 

In that case, the buyer can negotiate further with the contractor, and 
may wind up with the delivery schedule which has been suggested by 
the district. In this case, if it had been negotiated, it probably would 
have wound up with 180 days. 

In the case of advertised contracts, however, there is no room for 
negotiation, and the district must evaluate the schedule for delivery 
only i in terms of the number of days set out in the bid. 

I think the discussion here was whether the district should give an 
alternative one or not give an alternative one because it was an radv er- 
tised contract. But there was no extension of time. 

Now, secondly 

Mr. Houtrretp. You mean there was no formal extension. 

General THurmMan. There was no extension of time, formal or in- 
formal, at that time. 

Mr. Hortrievp. But there is in existence at this time an extension 
of time, is there not? 

General THurmMan. That is the second thing to which I would like 
to address myself. 

Mr. Hortrrevp. But that is still on the same bid contract. It is not 
a negotiated 

General THurMan. That is correct, sir. 

Now, in a great many of our contracts, a great many of them, the 
contractor does not meet exactly all of the terms of the contract. As 
the committee knows, the job of the Air Force is to get items that it 
needs for the defense of the country. 

It then becomes a question of judgment on the part of the buying per- 
sonnel as to what would best serve the interests of the Government. 

In the event that it looks like the contractor is going to make good 
in a short time, and his intentions are good, and he has been working 
on it, and we believe in him, we will frequently delay invoking the de- 
fault clause, which we have a right to do so. 

There comes a time, however, when we have got to fish or cut bait. 
We simply feel in this case that the evidence of the intent of the con- 
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tractor and the evidence of the possibility of his success in a reasonable 
time is so good, we want to wait a while before we fish or cut bait. 

Mr. Rosack. Are you suggesting, General Thurman, this was not 
an appropriate contract for competitive bidding ? 

General THurmMan. No, sir. It is by no means a rare instance 
that in an advertised bid some particular provision of it isn’t met 
exactly within the terms of the contract. No, sir, I don’t think that 
result follows at all. 

Mr. Batwan. The pages then is, all this discussion that Major 
Shoemaker had at the Cleveland APD as to whether they could or 
could not extend the 120 days, and whether that was required or 
desirable, in the words of the IFB, is an academic matter, pretty 
much. 

General THURMAN. Do you wish to answer that? 

Major SHormMaAker. That is correct. 

Mr. Batwan. It is an academic matter ? 

Major Suormaker. Yes. We were arguing back and forth. Is 
it possible in IF K—— 

Mr. Batwan. The point is, it doesn’t make any difference, because 
at. the end of 120 days if there is a reasonable chance, upon your 
determination, they are showing good intent and are working at this, 
that you can go beyond that, anyway. 

Major SHormaker. We can, yes, sir. As General Thurman has 
pointed out here, it is frequently done. 

Mr. Batwan. It is an academic provision. 

Major SuHorMaker. Yes, sir. 

Mr. Bauwan. To really try to make a change, really, when it is 
in an IF B, in a sealed bid. 

General TauurmMan. Mr. Chairman, the situation is like this: If 
I say I will sell you an automobile, and I say I will deliver it to you 
on the 10th of the month, when the 10th comes and I don’t deliver 
the automobile, you have two alternatives. One of them is to file 
suit against me or invoke a default clause, if our agreement had it. 
The other is to just wait a little bit and see if I will deliver it to you, 
even though not in the exact terms of the contract. 

That is the situation we have here. 

Mr. Houirievp. In this case, you feel that you are justified in wait- 
ing a little bit to see what happens? 

General THurMAN. Yes, sir. 

Mr. Howtrretp. And notwithstanding the fact that you have no 
optimistic news upon which to base that feeling; all of the evidence 
from the tests is to the contrary, that 

General THurMAN. No, sir, we have one bit of optimistic news, 
if we can call it that. 

Mr. Houtrrecp. All right. 

General Trurman. When the Weatherhead Co.—I am not giving 
this from personal knowledge; it is secondhand—when the Weather- 
head Co. submitted its second batch, I am told that they told our 
people that they did not think they had yet licked the problem: but 
when they submitted their third batch, I'am told they informed our 
people that they thought they had the problem licked. 

Now, whether that is true remains to be seen. But we do have the 


belief of the company that they have this problem licked, and it is a 
reputable company. 
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Colonel Wirson. May I go a step further, too, sir? 

Mr. Houirtevp. Yes, sir. 

Colonel Witson. To the degree this is a fixed-price contract, any 
of these additional things, such as 2, 3, 4, or more batches, this is the 
contractor’s entire responsibility and comes out of his pocket. 

So that he is not showing any evidence of a lack of interest in the 
contract in endeavoring to make it perform. 

Mr. Horirretp. The only oe that the service endures, then, is 
the penalty of delay and the possibility that you may not get a good 
article even after these batches? 

Colonel Witson. Oh, no, sir, not the good article part. This, by 
testing, additional testing, we believe will be able to show up whether 
it is good or not. 

Mr. Horirierp. Yes. I did not mean that you would have to accept 
it, but there is a possiiblity that the company may not be able to pro- 
duce an article which will be acceptable; and that, of course, would 
involve additional delay to the service. 

Colonel Witson. Yes, sir. 

Mr. Ho.trretp. Which would be the only penalty you would pay. 

General THurman. May I say this, too, Mr. Chairman: The meat 
in the coconut here is the production quantity to be delivered. It is 
quite possible that 

Mr. Hottrtetp. But you have no certainty of that, because you 
have no—— 

General THurman. No, sir. 

Mr. Houtrrevp (continuing). Because you have no end date in your 
contract. You have a flexible date in your eee contract, and 
the end date of the total contract is based on a flexible base. 

Colonel Witson. Hinged on a 

Mr. Ho.trtetp. So you have no rigid time of delivery at all. 

General THurman. I am not quite sure, Mr. Chairman, that that 
is accurate. 

Mr. Hortrtetp. Am I not correct in that ? 

Colonel Wixson. I believe you are correct in that,sir. It is so many 
days after approval of the preproduction of the items, that delivery 
will start at a certain date. 

Mr. Houtrretp. That is right. So you are measuring with a rubber 
ruler. 

General Tuurman. May I finish what I started to say? 

Mr. Hortrretp. Go ahead. 

General THurman. What we are after here is for the articles to be 
delivered. Even though we do lose some time here, we may very well 
make that time up before the completion date for the contract; and 
we simply haven’t got to the point yet where we are ready to make a 
decision. 

Mr. Wessetrin«. Of course, I think it ought to be borne in mind, 
too, that the termination for delays or default clause is something that 
the Government has by virtue of a special contractual right, and is not 
something which the eventngilk is required to do. 








For instance, if we had no termination for default article in the 
contract, we couldn’t terminate it. Then we could come to the end 
of a delivery date, the contractor did not perform, and we could, as 
in the general illustration of the automobile, still go ahead and say, 
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“We expect you to make delivery,” or we could sue you for breach of 
contract. 

Now, if we had gone out on an advertised procurement, under those 
circumstances and if we had decided to extend and not sue for breach 
of contract, but require delivery, that would not have been an unfair 
treatment of another bidder, because we would have done the same 
thing for all bidders. 

It becomes discriminatory only in those cases when it is shown that 
we invoked the default clause against one and not against the other, 
and if we don’t do it fairly and in accordance with general rules. 

Now, we have got to use some discretion. The termination for de- 
fault clause makes no difference whatsoever in that connection. The 
situation is the same where we sue for breach without the clause in a 
contract, as where we have it in and terminate for default. It is a 
discretionary matter. 

It is not something that*we are required to do, but it is an extra 
remedy which we have taken on for ourselves in the event we want it, 
and we can exercise it when we want to and when we feel that the sit- 
uation warrants it. 

Now, there is no indication whatsoever that the Air Force or any 
other service has discriminatorily used the default clause against one 
contractor as against the other. As I recall, in the Century Industries 
contract, there was a delay of approximately 5 months, and we were 
criticized for not defaulting that contractor. 

We were criticized very severely for that, and yet we made the dis- 
cretionary determination. I think there was a delay of at least 6 
months. 

Mr. Batwan. Mr. Wesselink, will you excuse me on this. In the 
Century Industries contract, Colone) Wilson—and I wish you would 
correct me on this, Colonel—testified before the Hébert subcommittee 
that Century Industries was delinquent; am I correct in that? 

Colonel Witson. I believe that is correct. 

Mr. Batwan. Was that a correct statement in terms of our under- 
standing of what determines delinquency ¢ 

Colonel Witson. Sir, there were legal aspects in there which I am 
not qualified, being a nonlegal person, that could possibly be inter- 
preted as being delinquent versus nondelinquent. There were some 
elements in there of baled equipment which had to be furnished. 

Mr. Batwan. Did you speak too hastily in that case? 

Colonel Wirson. I think that the later testimony said that in those 
instances, if the other things were invoked, that they would not then 
be declared delinquent. 

Mr. Hotirtetp. Well, as a matter of fact, you know that the testi- 
mony was not accurate in that particular instance, I think. 

Colonel Witson. As far as being delinquent is concerned. 

Mr. Honirtetp. Under the terms of the contract, there was never any 
notice of delinquency. 

Colonel Wiison. There was never any notice of delinquency given. 

Mr. Wesset1nk. That is absolutely correct. There was never any 
notice given, as a matter of fact.. There was a legal decision as to some 
of the matters that were excusable causes of delay for it under the 
contract. 

Mr. Horirtevp. That is right. 
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Mr. Wessr.inxK. But as I say, this is a situation in which you illus- 
trate—— 

Mr. Houtrrerp. The Century people were not in violation of the con- 
tract, that is right, and the criticism, in my opinion, against the Air 
Force was unfounded. 

Mr. Wessetink. I agree. But as I say, it illustrates the situation 
where even the Board of Contract Appeals, where contracts are ter- 
minated for default and are so determined, the Board decides that 
there were excusable causes of delay and that it shouldn’t have been 
defaulted. 

Mr. Hottrretp. We understand it is a matter of judgment, and I 
think we can proceed. 

General THurman. Yes, sir. Basically, I think that is correct. I 
am glad you said that. 

Mr. Batwan. Basically, we have established the facts, and unless 
there are some other questions on this contract, we should proceed 
with Colonel Wilson on the set-aside portion of the contract, the 
small-business part here. 

Colonel Witson. Right, sir. 

Mr. Batwan. Would you give us a statement on when or how you 
decided to go ahead to procure the set-aside portion ? 

Colonel Witson. I am not certain, sir, that I can quote the exact 
date. 

Mr. Batwan. Do you have somebody here with the documents on 
that? Can your buyer do that ? 

Colonel Wizson. Sir? 

Mr. Batwan. Can your buyer do this better ? 

Colonel Wirson. I think the buyer can do it. I think, however, 
I can give it to you from the information that I have. “Report of 
Proceedings of Facility Advisory Board, Cleveland Air Procure- 
ment District.” 

Mr. Batwan. Colonel, would you want to proceed, or should we 
get Mr. Gabel to proceed ? 

Colonel Witson. No; I can proceed. 

Mr. Batwan. Proceed. ‘ 

Colonel Wirson. Following the placement of the Weatherhead con- 
tract, an RFP was sent to 25 small-business concerns who had re- 
sponded on the initial IFB that had gone out for the quantity which 
was eventually placed with Weatherhead. 

Mr. Batwan. Were there any new people that you sent those to? 

Colonel Witson. I believe there was one new person who asked to 
be included in the list, and that was done. 

Mr. Batwan. What was the name of the firm ? 

Colonel Wirson. Can you tell me the name of the concern? 

Mr. Stamer. Let me explain, one of the bidders submitted a late 
bid on the IFB. 

Mr. Batwan. On the first one? 

Mr. Stamer. Yes. It was a late bid, Century Engineers. They 
did not appear on the abstract. They were the only firm solicited, 
other than the 24 firms on the abstract. 

Mr. Batwan. Can you explain this, Colonel: When you set aside 
or when the decision is made that out of a large procurement there 
will be a set-aside— 

Colonel Witson. Yes, sir. 
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Mr. Batwan (continuing). What is the policy or procedure that 
you follow in informing the bidders on the unreserved part, on the 
sealed bid part, that the selection of the small-business man should 
be from those who bid on the unreserved part ? 

Colonel Wirson. There is no procedure with regard to—possibly 
Mr. Poe would prefer to answer that from the regulations. 

Mr. Por. Lloyd R. Poe, and I am technical assistant in the Pur- 
chase Policy Staff Division of General Thurman. 

At the time these procurements were being considered, sir, there 
was no procedure which required that you had to bid on the non- 
set-aside portion in order soho eligible for the negotiation of the set- 
aside portion. 

However, DOD Directive 4100.9 has been issued under date of 
November 14, which now prescribes a procedure which is not yet in 
our AFPI. 

Mr. Batwan. In what? 

Mr. Por. In our first procurement instructions on that subject, in 
section 51. 

However, this new DOD directive provides a procedure comparable 
to that which has long been in our regulations for negotiation uf set- 
aside for critical labor areas, that being the negotiations will be ac- 
complished with small business firms who have bid on the non-set- 
aside portion and are within 120 percent of the contract price awarded 
for the nonreserved portion. 

This will be our operation in the future, sir, but in November when 
these were under consideration, we had no prescribed procedure. 

Mr. Batwan. No contractor was informed that he might be selected 
from among that first list ? 

Mr. Por. That is right, sir. 

However, in all procurement of set-aside, in the non-set-aside por- 
tion which is advertised, open to full and free competition, there is a 
notice put in to all bidders that there is a set-aside portion which will 
be negotiated solely with small business concerns. 

At the time that the invitation for bid is issued, a notice of such set- 
aside is always synopsized with the Department of Commerce, which 
is available to all bidders in the United States. 

So there is adequate notice given, sir, in all set-aside operations, both 
at the time of advertising the non-set-aside portion, and also at the time 
of negotiating the set-aside. 

Mr. Batwan. In this particular invitation for bid on the non-set- 
aside portion, was information provided all prospective contractors 
that if they were small business, they did not have to bid this time; 
that there would be another time when they could submit a proposal ? 

Mr. Por. I believe—I have not examined the contract, sir, but 1 
believe this contract does contain such a provision. 

Mr. Batwan. That they don’t have to—that the small business con- 
tractor will not be picked from this first bid on a non-set-aside? 

Mr. Por. It does not so state. How about reading it? 

Colonel Witson. Notice to prospective bidders; this is in the IFB. 
“The Small Business Administration and the contracting officer have 
jointly determined, in accordance with the criteria set forth in section 
214, Public Law 163, that an additional quantity of 1.1 covered by 
this invitation has been set aside for subsequent negotiation exclusively 
with small-business concerns.” 
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Mr. Batwan. That does not say, or is it correct to read into that, 
that a small-business man bidding on the non-set-aside portion has 
a chance, if he doesn’t get that award, to be selected from that list to 
negotiate with ? 

General THurman. Sir, I think that is a legal question. 

Mr. Batwan. Do we have a legal man who can tell us? 

Mr. WEsseLInK. You mean as a result of this particular section? 
Will you restate that ! 

Mr. Batwan. Without notice. If I am a contractor and I am bid- 
ding on a non-set-aside portion, am I to believe, and I am a small- 
business man, am I to believe that after those bids are opened, and if 
a large-business man, by the definition of small business and large 
business, gets that, that then the Air Force will pick those small-busi- 
ness men who are within the 120 percent and will negotiate with them ¢ 

Mr. WessetinkK. No. 

Colonel Witson. The 120 percent does not apply. 

Mr. Wessexinx&. In my legal opinion; no. 

Mr. Por. No. 

Mr. Bauwan. The understanding to be obtained from this is that 
the Government will readvertise and ask and request proposals? 

Mr. Wesse.ink. Not readvertise, but request for proposals, yes. 
We will make a request for proposals for the set-aside portion. 

“wre Batwan. In addition to this invitation? Quite aside from 
that? 

Colonel Witson. Yes, sir; and this was done to those who had shown 
previous interest ? 

Mr. Batwan. And you requested such proposals from all those 
small-business men who bid on the non-set-aside portion ¢ 

Colonel Wizson. Right, sir. 

Mr. Batwan. And you added one more name to them ? 

Colonel Witson. That is correct, sir. 

Mr. Batwan. Century Engineering ? 

Colonel Wizson. That is right, sir. 

Mr. Batwan. Will you proceed, then, with your procedure in this 
particular matter ? 

Colonel Wizson. This, then, went on wnere in the RFP, which is 
the request for proposal, that within the next 20 days a quotation 
would be forwarded by these contractors or give indication as to how 
they were going to either bid or not bid. 

It just happens that this letter was dated the 7th of November, the 
RFP. It was forwarded on the 8th of November to the 25 request- 
ing, 25 bidders. 

Twenty days from the 7th of November happened to be on a Sun- 
day, and it went over to Monday when the proposals were received. 

There were 14 proposals received. 

I would like to check that. There were 16 proposals received. 

Mr. Batwan. Will you name the five lowest? 

Colonel Witson. Name the five lowest; yes, sir. 

The P. & J. Co., the—I am sorry, I will have to—these are not in 
order. I do have a listing of the order, I believe. Let me go down 
this list, and possibly I can pick them out. 

Mr. Batwan. We know who the lowest one is. 
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Colonel Wiison. Yes. You know that this was Polan Industries. 

Mr. Ho.rrretp. As you read them, will you read the amount of the 
bids, too, please ? 

Colonel Wirson. All right. 

Mr. Houirtetp. The five lowest. 

Colonel Wiison. I will give you one right now. This is not the 
lowest. P. &J. Engineering Corp. 

Mr. Wessevink. Mr. Chairman, generally speaking, this is kept 
completely confidential, this type of information, so 1 would like to 
be sure that this is an executive session to that extent. 

Mr. Batwan. This has been so announced. 

Mr. Wessexinx. I see. As I say, it is material we don’t normally 
disclose, and under our regulations we do not disclose our other bids. 
For that reason, I think we ought to follow that procedure. 

Mr. Horrrrevp. Thank you for calling that to our attention. 

You are speaking not necessarily of the five lowest, but you are 
speaking of the amounts ? 

Mr. Wessetin«k. I am speaking of the amounts, that is correct. 

Mr. Hottrrevp. Of the amounts. 

Mr. Wessexink. But I don’t think they should even, perhaps, be 
designated in order of being lowest, but that there were other bidders. 

I assume possibly if they just designate the five lowest, without 
any order, I think that would be completely proper, but not the 
amounts of the other bids; that should a disclosed. 

Mr. Hourrieip. We will protect the Air Force on this particular 
matter. If the committee should decide to make any of this testimony 
public, we will consult with the Air Force in regard to deleting any- 
thing which would be of detriment in any way to the Government. 

Mr. Wessetink. Thank you, Mr. Chairman. 

Colonel Wirson. Do you want me to give the information with 
regard to the price? 

Mr. Houtrretp. Yes. This will be considered on a classified basis. 

Colonel Witson. All right. 

The No. 1 is Polan Industries. Taking into consideration the 
one-half of 1 percent is $20.35. 

Mr. Batwan. What was the stated bid of Polan Industries at the 
time they submitted their proposal ? 

Colonel Wriison. $20.45, less one-half of 1 percent discount. 

Mr. Batwan. For how many days? 

Colonel Wixtson. Ten days. 

Mr. Batwan. Ten days? 

Colonel Witson. Yes, sir. 

Mr. Bauwan. Proceed. 

Colonel Witson. The second was P. & J. Engineering Corp. 

Mr. Batwan. What discount? 

Colonel Wiison. No discount. 

| believe the next one was American Pipe & Steel Corp. 

Mr. Morcan. How about Eastern Rotocraft ? 

Colonel Witson. Yes, I am sorry. That should be No. 3, Eastern 
Rotocraft Corp. 

Then the American Pipe & Steel Corp. And I believe the next one 
was Radiant Manufacturing Co., Chicago, Ill. 

Mr. Batwan. Tell us what you did when you received these 
proposals. 
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Colonel Wirson. The proposals were analyzed, as is normally the 
case in terms of these; and taking into consideration the cash dis- 
count of Polan Industries, it was decided that this was the concern 
who had the low bid. 

A request for an FCR was sent to the Dayton district office. An 
answer was received from the Dayton district office with regard to 
Polan Industries, and it was favorable in ail aspects. 

Mr. Bauwan. Who signed the Polan Industries FCR ?¢ 

Colonel Wixson. I believe you have it right there in your documents. 
It isthe last item. It is, I believe, tab 10 of the file. 

Mr. Morgan. What was the date of the request of the Polan FCR? 

Colonel Wiison. Can you give me the date on that?) What was the 
date of the Polan FCR? 

The date is the 1st of December. 

Mr. Batwan. Is Mr. Hoffman in the room ? 

Mr. Horrman. Yes, sir. 

Mr. Batwan. Was the FCR signed by you? 

Mr. Horrman. Yes, sir. 

Mr. Batwan. In what capacity ? 

Mr. Horrman. As the—I would like to explain, sir, under ordinary 
circumstances this particular FCR in this geographical vicinity would 
be transferred to our suboffice in Columbus. However—— 

Mr. Bautwan. That would have been the normal procedure? 

Mr. Horrman. That would have been the normal procedure; yes, 
sir. However, due to extenuating circumstances on this particular 
type of procurement, it was deemed advisable by my superiors that 
certain personnel from the district office should run this FCR in con- 
junction with our Columbus personnel. 

Mr. Lirescoms. Would he clarify “extenuating circumstances”? 
What would that mean ? 

Mr, Horrman. We were going on a great deal of publicity last sum- 
mer which was in the Dayton newspapers regarding the rocket launch- 
ers, and so forth. 

General THurMAN. Sir, may I answer that question ? 

Mr. Hotirteip. Yes. 

General THurman. In view of the interest shown in rocket launch- 
ers by this committee and the Hébert committee, we were trying to do 
our dead level best to do the very best we could. 

Mr. Hortrretp. I am sure you were, General. 

General THurmMan. That was the extenuating circumstances that 
he mentioned. 

Mr. Horrman. So, as I say, it was deemed advisable that myself, 
as the FCR monitor in the Dayton district, and a Mr. Allen, who is 
a branch chief in our Quality Control Division at the district level, 
would also work in conjunction with our Columbus personne] in con- 
ducting this particular FCR. 

Consequently, we left Dayton on a Sunday evening and met with 
certain personnel from our Columbus office, and the FCR was con- 
ducted. 

However, I would like to point out, prior to the time we conducted 
this survey, I myself called Mr. Gabel and asked him if he could ad- 
vise our office who the project engineer was. Mr. Gabel advised me 
that Lieutenant Kirkpatrick was the project engineer, and I requested 
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permission to talk to Lieutenant Kirkpatrick and, if possible, Mr. 
Allen and myself would like to see one of these gadgets to make a de- 
termination just what would be involved in future production. 

I contacted, or Mr. Gabel contacted, Lieutenant Kirkpatrick and 
set up an appointment for Mr. Allen and myself, and we had a little 
discussion with the Lieutenant, and at that time they did have one 
of these rocket launchers in the lab whereby we went through it step 
by step as to what would be necessary in the way of tooling, how 
much subcontracting should be accomplished on this particular pro- 
curement, and what the difficulties were that had been encountered in 
the past. 

At that time, the lieutenant advised us that one of the major dif- 
ficulties that had been encountered had been the cementing of the 
tubes to the metal] extrusions, and the plasticizing impregnation of 
the paper tubes. 

Mr. Batwan. Would you proceed and report now what you re- 
ported in your summary narrative account on the FCR? 

Mr. Horrman. Our facility capability survey was conducted on 
the 6th of December, 1955, and present at the FCR meeting were 6 
personnel from the Air Force and 9 personnel from the contractor. 

We questioned—there were 2 or 3 basic things in which we were 
interested, namely 

Mr. Batwan. Mr. Hoffman, I think if you will just read the narra- 
tive report in the FCR. 

Mr. Horrman. On the back of the FCR? 

Mr. Batwan. Yes. 

Mr. Horrman. Do you want me to read all of this, sir? 

Mr. Batwan. If you would, please. 

Mr. Horrman (reading) : 





At the time this survey was conducted, an attempt was made to discuss any 
problems which could be encountered in the production of the items called for. 

While this item is not too difficult to produce, there were certain materials used 
in previous procurements, the description of which were not furnished to the 
Government, namely, a cement and a plastic. 

Mr. Batwan. Why were they not furnished ? 

Mr. Horrman. At the time we were screening the drawings at 
Polan Industries, there were certain references made to the assembly 
drawings in regard to the plasticizing of the tubes and the cementing 
of the tubes to the metal extrusions, whereby it called out a Century 
specification. Now, we questioned Polan if that specification had 
been furnished to them, and they said no, it had not. 

Mr. Batwan. Why would you question Polan on that? Are you 
asking a manufacturer to make something and giving him blueprints 
and everything / 

Mr. Horrman. He had the blueprints, sir, and all blueprints are 
cross-referenced. 

Colonel Witson. They were furnished by the Air Force. 

Mr. Horrman. They were furnished by the Air Force. 

Mr. Bautwan. Why are you asking Polan if they had this particu- 
lar formula? 

Mr. Horrman. Well, the specification was referenced on the draw- 
ings. We merely tried to determine in our mind if they had sufficient 
information, because we knew from our conversation with Lieutenant 





aE 





66 AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 


Kirkpatrick, we had asked him if this information was available, at 
which time he told us no. 

Now, our particular Air Forcee specs did not call out specifically 
the Century cement and plastic. 

General THurman. Mr. Hoffman, I think counsel asked you to read 
the summary as shown on the report; did you not, Mr. Counsel ? 

Mr. Batwan. He is explaining now something on another matter, 
on why they went to Polan to ask if he had this particular formula. 

The only thing that I am asking you, are you delinquent in not 
presenting to the contractor exactly what you want done here? What 
is the difficulty in providing this formula? Is this launcher some- 
thing that the Air Force owns and has a right to, and therefore—— 

Mr. Horrman. That is not my prerogative to answer, sir. 

Mr. Batwan. Whom do you think should answer here, General 
Thurman ? 

General Tuurman. Sir, I have been advised by our legal counsel 
that the Air Force has colnet rights to reproduce this item. Does 
that answer your question ? 

Mr. Batwan. No. Does the Air Force have rights to the particular 
formula that was indicated on this FCR to be a secret formula? 

General Tuurman. Sir, I can’t answer that. 

Mr. Wessetinx. The answer to that, I think, is no. In the first 
place, because of the fact that we haven’t got it, and we don’t know 
what it is. 

Mr. Rosackx. You haven’t got what? 

Mr. Wessetinx. The particular formula for plasticizing or ce- 
menting. 

Mr. Dieitaie: Was the former contractor negligent in providing 
you that information ? 

Mr. WessetinK. Was he negligent? 

Mr. Batwan. Yes. 

Mr. Wesserink. I don’t want to say that he was negligent in fur- 
nishing that information. We got certain eae Now, to what 
extent we get drawings or processes with a particular procurement is 
something which I suppose is dependent upon certain circumstances. 

In this particular case we did not get it. We did get certain blue- 
prints and drawings. 

General THurman. I think I understand your question now. May 
I answer it? 

Mr. Houtrrevp. May I ask this question: Did the Air Force originate 
the drawings? 

Mr. Wessetink&. For the rocket launcher ? 

Mr. Hortrtetp. Yes, sir. 

Mr. Wessetin«. It was my understanding they did not, although 
I am not in that 





Mr. Hortrievp. Were they furnished to the Air Force by some 
private company ? 

Mr. Wessetinx. They were furnished the Air Force, as I under- 
stand it, by Century Industries. 

Mr. Horirrerp. And then the Air Force had them duplicated and 
sent out to people to bid on ? 

Mr. Wessetink. To all bidders, that is correct. 
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Mr. Hottrretp. So that, in effect, you were using drawings which 
had not originated in the Air Force, but which had originated in a 
private company’s engineering laboratories? 

Mr. WEssELINK. That is correct, and that happens in many, many 
cases ; yes. AY 

Mr. Horirietp. Yes. I am not questioning it. 

Mr. WessELInk. Yes. 

Mr. Ho.irtevp. I am just ascertaining. 

Mr. Wessetink. That is true. I don’t want to say that every one 
of them did, but I understand that they did, yes. 

Mr. Hottrtexp. So, if there were any reference on the drawings that 
a private individual had put on the drawings for his own use, that 
would not of necessity require detailed explanations of that particular 
item, would it? As long as it belonged to the 

Mr. Wessexink. You mean about this particular process? Are 
you referring to that ? 

Mr. Houirtevp. Yes. 

Mr.. Wessetink. I don’t know that there is any claim on the part of 
the Air Force that we were entitled to that or that we—I have not ever 
heard it discussed whether we were negligent, in answer to your ques- 
tion, in getting it. I just don’t know. 

All I know is that we didn’t get it, and apparently we didn’t ask 
for it, and I don’t think there was any problem. I am certainly not 
saying that Century Industries should have furnished it to us. All I 
am saying is that we didn’t get it as part of the initial procurement of 
rocket launchers. We got certain drawings. 

Mr. Horirretp. In other words, the Century Industries did origi- 
nate drawings, and did produce an article which met specifications and 
which passed all the tests, and which was accepted in large quantity by 
the Air Force on a previous bid ? 

Mr. Wessetink. On a previous procurement, the first procurement, 
yes. 
Mr. Houtrreip. And they did discharge their contract in a satisfac- 
tory manner ? 

Mr. Wesseuink. I think General Thurman can answer whether they 
did or not. I don’t happen to know the details of that. I understand 
they did, if you are asking me. 

General THurRMAN. May I try to answer the question counsel asked 
me a while ago, which I did not understand, and I think I now do 
understand the question. 

Mr. Ho.trierp. Yes. 

General TuurmMan. We bought from Century Industries a quantity 
of rocket launchers, and also bought from them some data which was 
the subject of the specifications of this second procurement. 

Now, in the manufacture of an article—— 

Mr. Houirretp. May I ask you, in order to clarify that statement, 
you say you bought from them a group of air launchers, a number of 
air launchers, and you bought from them data. What data did you 
buy from them ? 

General Tuurman. I am sorry, I can’t answer that specifically. 
But we bought, there was a provision in the contract for the supplying 
of drawings and data. I am sorry 

Mr. Hottrtetp. To the Air Force? 

General THurMan. To the Air Force, yes, sir. 
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Now, in the business of manufacturing an article, there is a great 
deal more than just drawings. There is manufacturing know-how, 
there is technique of arrangement of machinery, there are techniques 
of making jigs to hold things in particular positions, that are over and 
above the purely design aspects of the matter. 

Now, also involved in know-how is what you put into various and 
sundry adhesives. This is, I think, a legal question that I ought not 
to try to answer, but I believe I know the answer to it. I think that 
the thing you are speaking of here is one of those manufacturing tech- 
niques that the Air Force does not acquire, normally, because it ac- 
quires the design data. It is a know-how thing. 

Mr. Batwan. Is it a proprietary right in any sense? 

General TourMan. Sir, there is an awful lot of argument about that 
question. I don’t know. 

Mr. Rozack. Mr. Chairman, the record is not clear with respect to 
the discussion that originally arose, and that is in connection with the 
FCR on Polan. 

Is it your understanding that when you put out these invitations to 
bid, that you have sufficient information to give the prospective man- 
ufacturer to produce this item ? 

General THurMAN. Yes, sir, and we were so advised by the cog- 
nizant laboratories. 

Mr. Rogzack. So far as you were concerned, you had all the necessary 
information to put out a bid? 

General THurMAN. Yes, sir. 

Mr. Rozack. So that if it developed there was not sufficient infor- 
mation in the opinion of the contractor, it would follow that he did 
not have sufficient familiarity with the know-how, a responsibility not 
of the Air Force? 

General THurman. I don’t know what the answer to that is. You 
can get 15 different answers from 15 different people, depending on the 
circumstances. 

Mr. Rosack. You have no doubt that, so far as the Air Force is 
concerned, the prospective manufacturer had all the material that 
you were able and in a position to furnish them ? 

General THurMAN. That isa fair statement. 

Mr. Rosack. And you considered it adequate; otherwise, you would 
not put out a bid? 

General THurMAN. That isa fair statement. 

Colonel Witson. I think this is borne out by the fact, further, that 
there was little or no question from the contractors with regard to 
that. 

Mr. Rosack. When you made a reference to a specification, did that 
reference apply to any kind of information in the specification which 
you were unable to furnish ? 

Let me restate the question: Were you, when you made a reference to 
the Century specification in your contract, were you making a reference 
to something which the manufacturer, the new manufacturer, could not 
have access to? 

General TuurmMan. Not necessarily. The way this is normally done 
is. we have the reproducibles furnished to us from the manufacturer, 
who contractually is required to furnish the data, and we reproduce 
those drawings and put them on there. 
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Now sometimes, as apparently was the case here, the manufacturer, 
the original manufacturer, has notations on the drawings that he put 
on there for his benefit, and this apparently was one of those things. 

We do not take the data and then make a new set of drawings and 
reproduce it in the Air Force. We normally reproduce the drawings 
that are given to us by the manufacturer. 

Mr. Rosack. But when you had the reference to Century Engineers, 
you were not asking the manufacturer to do something he was not able 


to have access to in the w ay of determining what the specifications for 
the product were ? 


General THurman. I don’t think so. 

Mr. Rosack. | am not sure that I understand the answer, Mr. Chair- 
man. 

Restate the answer to this question: When you made a reference to 
Century Engineers as the specifications involved in the product 

Mr. Houtrretp. Century Industries. 

Mr. Rorsack. Excuse me, Century Industries—did you impose upon 
the manufacturer an obligation to follow a specification which you did 
not furnish him? 

General THurMAN. No. 

Mr. Ropack. So that if the manufacturer subsequently contended he 
didn’t have the information, either he was wrong or you were derelict 
in furnishing it. 

General THurMan. That would seem a fair inference. 

Mr. Batwan. Would you proceed with your FCR report? 

Mr. HorrMan (reading) : 





It is therefore apparent that the proper securing of cements and plastics 
could present a problem, and were thoroughly discussed— 

I might say, sir, that the only reason we asked that question re- 
garding that Century specification on the drawing is that we knew 
that that information was not available to that particular contractor, 
but we wanted him to tell us how he was going to do it otherwise. 
That was the main reason we asked the question, which I think will be 
outlined here. 

Mr. Houirreip. Will you please restate that? I did not quite catch 
that. Or, just a minute, let’s have the reporter read that, please. 

(The answer was read by the reporter.) 

Mr. Rosackx. Do you want to amend your testimony, General Thur- 
man, in the light of that comment ? 

General THurMaAn. No, sir. I don’t see that it calls for it. 

Mr. Hotrrrevp. Proceed, then. 

General THurMAN. Have I misconceived something ? 

Mr. Hotirrevp. I am not sure. I think that your statement was 
that you thought you had furnished in these specifications everything 
that the manufacturer needed to know. Now, this testimony of Mr. 
Hoffman—— 

General THurman. I see your question. May I answer it? 

Mr. Houtrrevp. It seems to indicate that there was a doubt on that 
point. 

General THurMAN. I see your question. 

Mr. Houirtevp. Yes. 

General TuHurMan. I go back to this point I made a while ago, of 
manufacturing know-how over and above any drawings that may be 
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made available. We felt, and feel today, based on what our labora- 
tories tell us, that they were adequate drawings, but that doesn’t mean 
that anyone not knowing anything about the business can take these 
drawings and make these articles. It means that there are manufac- 
turing techniques that have got to be applied to the implementation 
of these drawings. 

Mr. Hoxirrevp. And in the case of both Weatherhead and Polan, 
they were people who had no experience in these techniques, and no 
experience in manufacturing these articles; and therefore, they would 
come in the category of people who would possibly not have the know- 
how necessary. 

General THurmMAN. They had never manufactured, I believe, this 
precise article. That does not necessarily mean they would not have 
the kind of know-how that was necessary to do it. 

Mr. Rosacx. Did this same problem arise—— 

General THurMAN. Does that answer your question ? 

Mr. Houiriexp. Yes, I think it does, General. 

a Rosack. Did this same question arise in the case of Weather- 
read ? 

General THurman. I don’t know. 

Colonel Wirson. Did the problem arise? To my knowledge, it was 
not questioned. 

Mr. Rozack. In your facilities report, did that go into the question 
of whether Weatherhead was in a position to have the requisite know- 
how ? 

Colonel Wirson. Do you know, Major Shoemaker? 

Major SHormaxker. The specific question asked was whether or not 
they had that particular type of sealant or not? Was not Weather- 
head 

Mr. Rosack. That question never arose in the case of Weather- 
head ? 

Mr. Rusu. May I answer the question ? 

At the time of our visit to Weatherhead, we discussed with the con- 
tractor his problems associated with this plasticizing of the paper 
tubes; and he informed us at the time, and this was since borne out 
by his actions, that he was buying the necessary equipment from a 
concern in Cincinnati, I do not remember the name, but he has since 
bought it and has a major part of it installed; and also, that the 
sealant problem was being discussed with the Sherwin-Williams Co., 
and several other companies, concerning the requirement for plasticiz- 
ing and adhesives to withstand the humidity specifications in.testing. 

Mr. Rozackx. Did Weatherhead ever snide representations to the 
Air Force that they never had access to the specifications ? 

Mr. Rusu. Not that I know of, no, sir. 

Mr. Rosackx. Do you have any information, Mr. Morgan, on that 

voint ? 
: Mr. Morgan. Can you tell us who Mr. Charles E. Horvath is, chief. 
technical products branch? Is that under your shop, Colonel Wilson ? 

Colonel Wirson. No, it is not. 

Mr. Moraay. Is it under Cleveland ? 

Colonel SHormaker. It is in the Cleveland shop. 

Mr. Batwan. I direct your attention to question 2, Major Shoe- 





maker 
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Mr. Morean. I am reading extracts from a report on a plant visit 
to the Weatherhead Co. by Mr. Horvath on March 20, 1956, in which 
he refers to the question of whether or not the plastic material used 
as protective coating on preproduction samples of rocket launchers 
met the contractual requirements. And in this report he states that : 

“Weatherhead’s efforts to obtain this spec,” referring to CIC Draw- 
ing RD-12-3745, which specifies that the plastic coating will be speci- 
fication Centur y "Industries- 100, he states that, “W eatherhead’s efforts 
to obtain this specification through WADC and the contracting of- 
ficer met with negative results as of this date.” That is March 20. 

Then in response to Weatherhead’s correspondence regarding Speci- 
fication CI-100 and others, in a letter of December 29, 1955, McPea, 
Chief, Mechanical Equipment Section, Accessories Branch, Aeronau- 
tical Equipment Division, AMC, advised Weatherhead that regard- 
less of what specified material is used as the equivalent to CI-100, the 
launchers must satisfy the requirement established by Mill—L-25364. 
Weatherhead Co. took this to mean that the company was free to.choose 
any plastic coating material which w ould enable the final product to 
pass the environmental test of Mil-L—25364. Weatherhead proceeded 
accordingly. 

And further on he states that— 


According to Weatherhead’s representatives, it would be impossible to produce 
a mechanically satisfactory launcher from the CIC engineering drawings fur- 
nished by the Air Force as the applicable engineering drawings. Due to the 
engineering deficiencies inherent in the CIC drawings, Weatherhead experienced 
many manufacturing difficulties not directly attributable to Weatherhead’s in- 
experience in a product of this nature. 

What. comment would you have to this statement by the Weather- 
head representatives as to the impossibility of producing a satisfactory 
launcher from these drawings ? 

Major SHormaker. Well, it is a logical assumption, since they 
couldn’t get this, that they should start to try to find their own 
sealants. 

Mr. Morgan. They are saying “engineering drawings” here. They 
are not referring strictly to the plasticized process. 

Mr. Batwan. How much importance is to be attached to infor- 
mation which you give bidders to give out? In other words, you 
may discourage some bidders if they think there is some meaning to 
this CI-100 process or the 120 days: they might not bid or might 
bid differently. But if these things can be disregarded as we come 
up to them, almost anybody can come in. 

Is there an “or equal” provision in this contract, or was there at 
the time of the request for proposals 

Major SHorMAKER. Was there a 

Mr. Batwan. Was there an “or equal” provision ? 

Major SHorMaKker. Let’s see. 

Mr. Batwan. Was it in the original request for proposals? 

General THurMAN. Sir, we have a representative from the labora- 
tory here, and I wonder if I may ask him, Mr. Balch, to answer that 
question. 

Mr. Batwan. Mr. Gabel; may we have this from Mr. Gabel? He 
has that in the contract file. 

Mr. Gapet. It says in amendment No. 5—— 


94005—57——6 
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Mr. Batwan. No.5? 
Mr. GaBe. (continuing). Tothe IRP: 


Items (excepting 75 actuators explosive) listed under vendor’s data sheets z 


and 3 of the data lists dated June 20, 1955, where referenced in applicable 
drawing, shall have the words “or equivalent.” 

Mr. Batwan. Does that apply to the process in question, to the 
adhesive ? 

Colonel Witson. No, sir. 

Mr. Batwan. Mr. Balch? 

Mr. Batcu. This comment he made applies to an explosive squib 
laid at the front. 

Mr. Batwan. Do we understand there is an “or equal” provision 
applicable to this cement ? 

Mr. Gapet. May I say something here? Excepting the actuator 
squib, which was a commercially furnished item, all the items listed 
pertaining to the Century Industries drawing shall have the words 
“or equivalent.” 

Mr. Batwan. Mr. Balch, will you explain—Mr. Chairman, I would 
like to ask Mr. Balch a question. 

Mr. Balch, will you explain—will you give us your full name for 
the record ? 


STATEMENT OF JOHN W. BALCH, CHIEF, GUN AND ROCKET BRANCH, 
WEAPONS GUIDANCE LABORATORY, WRIGHT AIR DEVELOPMENT 
CENTER 


Mr. Batcu. John Balch. 

Mr. Batwan. What was your position at the time of the request 
for proposals ? 

Mr. Batcu. I was chief of the Gun and Rocket Branch in the Weap- 
ons Guidance Laboratory. 

Mr. Batwan. Did you have anything to do with the setting up of 
the specifications in the RFP? 

Mr. Batcu. Yes, sir. We furnished the technical data on which 
the RFP was based. 

Mr. Batwan. So you are giving now an explanation of something 
which you prepared ? 

Mr. Batcu. That is correct. 

Mr. Batwan. Will you proceed ? 

Mr. Batcnu. The information which we provided procurement on 
which to base the procurement consisted of two things basically, the 
military specifications and the Century Industries drawings. 

The specification states very clearly that the drawings are pro- 
vided for the convenience of the contractor, and where differences be- 
tween the drawings and the specification might arise, the specification 
governs. 

To a certain extent, the specification defines performance require- 
ments. Any information which is not available on the drawings must 
be handled by the contractor in such a way as to produce an item 
which does meet the specification, performance-requirement portion 
of the specifications. 

The cement and the plastic and numerous other processes called 
out on the drawings are not furnished, normally, to the Government. 
They are local manufacturing processes and controls. 
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These processes vary from one manufacturer to another, and, were 
they supplied with the drawings, might not be adopted by the new 
contractor, nor would we insist on his adopting these new processes 
and controls, as long as he provides an item which meets the perform- 
ance requirements of the specification. 

Is there anything else you think I should add to that, sir? 

Mr. Batwan. I want to go back to my original question. Does the 
RFP, did it provide in the first instance an “or equal” provision to 
the adhesive ? 

Mr. Baucnu. Yes, sir; for every instance except this explosive actu- 
ator. 

Mr. Batwan. So that every bidder knew that he could provide an 

“or equal,” anything that is “or equal,” on this? 

Mr. Baucu. Thisis provided by amendment No. 5. 

Mr. Batwan. What is the date of the amendment ? 

Mr. Gane. That was on September 7, 1955. 

Mr. Batwan. Will you proceed, Mr. Hoffman, with your survey 

Mr. HorrMan (reading) : 


2. It consists of seven cardboard tubes which are cemented in the assembly 
with aluminum extrusions, and then the complete assembly is plasticized, both 
exterior and interior, prior to the assembly of additional parts. 

The adhesive property of the cementing of the tubes to the metal extrusions 
was apparently one of the secrets of past producers, and proper curing of the 
plasticized tubes was another important operation. 

Fortunately, the Polan Industries engineers have extensive experience in 
the adhesive properties of a wide variety of cements, which problems have been 
encountered in the production of difficult varieties of optic lenses of all types. 
These engineers have worked with producers of cements when problems have 
been encountered in the past. Polan has used cements which have withstood 
a temperature range of —65° to +300°. 

The curing process of the plastic-coated tubes will be accomplished through 
the implementation of 285 curing ovens equipped with necessary and com- 
plete controls. 

Polan has adequate testing equipment to conduct the environmental test- 
ing with the exception of the humidity test, which will either be installed or 
subcontracted. 

The Polan Industries planning projects an ultimate production rate of 1,000 
units per day, which is well beyond the requested production. To better un- 
derstand production of this item, the blueprints furnished the contractor were 
reviewed and discussed with personnel from Polan Industries, and necessary 
production operations were also laid out and discussed. 

The following operations has not been previously outlined in Polan’s plan- 
ning, but these following 10 operations will be the major production operation. 

Mr. Batwan. Are you saying the following 10 were not discussed ¢ 

Mr. Horrman. They were discussed. They had not been laid out 
in their previous planning. That is why we thought it a good time 
to determine what operations they were going to “accomplish in the 
production of these rocket launchers. 

Mr. Batwan. Mr. Chairman. If you might dispense with the next 
10 operations here, could you tell us what was the net result of your 
facilities survey report? Did you approve it, disapprove it, or what ? 

Mr. Horrman. My closing statement in my FCR, sir: 


It is therefore the opinion of the undersigned that Polan Industries has the 
necessary know-how, facilities, and engineering capability to perform as re- 
quired, and should be favorably considered for this procurement. 

Now, I might say, sir, that we also broke this particular FCR down 
into two reports. I requested our Quality Control people to also 
give me a report in addition to the production report. 
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Their closing statement in their report is as follows: 


Based on contractor’s past performance on other Government contracts, his 
technical know-how and equipment available, the writer contemplates no diffi- 
culty in securing a quality item or compliance with the contractual requirements. 
Therefore, it is the opinion of the writer that favorable consideration should be 
given for this procurement. 

Mr. Batwan. What was represented to you as being the amount of 
work contemplated to be done in the Polan Industries | plant in Hunt- 
ington, W. Va. ? 

Mr. HorrMan. Well, I can better clarify that, sir, with—— 

Mr. Batwan. What does the facilities report indicate / 

Mr. Horrman. At the time this FCR was conducted, one of the 
main topics, of course, was the amount or percentage of subcontract- 
ing. 
Mr. Batwan. Yes. 

Mr. Horrman. By which we establish what will be done in the facil- 
ity in question, and how much will be subcontracted. 

Polan Industries at the time of this survey indicated to us that they 
would subcontract approximately 22 percent of this procurement, and 
that the balance would be done in their own facilities, which would 
be 78 percent. 

Mr. Bauway. Is the form DD-633, which is the market analysis 
or price analysis, as I understand it, is that submitted prior to your 
going into a facilities capability report ? 

Mr. Horrmany. I think the 633 is submitted to the buyer, isn’t it ’ 

Colonel Wiison. At the time of the proposal. 

Mr. Batwan. At the time of the proposal. 

Mr. Gabel, you were the buyer. 

Mr. Gasper. Yes, sir. 

Mr. Batwan. What was indicated to you in the DD-633 as being 
the amount to be subcontracted and the amount to be done by the con- 
tractor in his plant? 

Mr. Gaset. I would have to look at that file. 

Mr. Batwan. Can you recall what the figure might be? 

Mr. Stamer. The same thing, 22 percent. 

Mr. Batwan. That is sufficient for our answer, then. 

We have gone through the request for proposal to the facilities 
capability report, and now this is a decision on the part of the buyer 
to decide to whom to award the contract. 

Now, what other considerations went into your decision to award 
the contract to Polan Industries besides this low price, if you consider 
the less one-half of 1 percent for 10 days? 

Mr. Gaset. The low price, and the favorable FCR, I believe that 
entered into it. There were a few things that made the decision on 
the awarding of the contract. 

Mr. Batwan. Is West Virginia considered a labor surplus area ‘ 

Mr. Garnet. West Virginia was not a labor surplus area. 

Mr. Batwan. It was not at that time? 

Mr. Gasew. No. 

Mr. Batwan. You are sure of that? 

Is it now! 

Mr. Houirietp. You are sure of that statement that you just made / 

Colonel Wirson. I am not sure that is correct, sir. I would prefer 
to have that checkéd. It was a labor shortage area. 
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Mr. Horrman. It was then. 

Mr. Houirrexp. If we are to believe the Congressmen from West 
Virginia when they take the floor, about once a week, and talk about 
this thing, and this has been going on for the last 2 years. 

Colonel Wirson. Sir, I believe it is a labor surplus area, and was at 
that time. 

Mr. Houirrerp. Was and is, I think we will find when the record 
is checked. 

Mr. Bautwan. Is the record correct, then, in saying that the buyer 
did not consider this, did not entertain this as a consideration in the 
awarding of the contract, the fact that this was a labor surplus State? 

Mr. Gapev. Consideration was not given at that time for labor sur- 
plus areas. 

Mr. Batwan. At any time? 

Mr. Ganev. I did not give that consideration. 

General THcurmMan. Sir, may I add something for the record. I 
reviewed this proposed procurement before it was made. That is 
one of the factors that was brought up for my consideration. It was 
one of the factors that entered into my approval of the award. 

Colonel Wiison. And I can back that one up, because I was asked 
and had to bring the question out. 

Mr. Ropack. Who brought that consideration up? 

Mr. Batwan. Were you notified, topside, of the consideration of 
this factor, Mr. Gabel ? 

Mr. Ganev. In making my recommendation, it was naturally ap- 
proved by topside. 

At the time that I made this recommendation, consideration was 
given to the labor surplus area. 

Mr. Batwan. Will you repeat that, please? I can’t hear you. 

Mr. Gapev. At the time that I made this award, consideration was 
given to the labor surplus area. 

Mr. Batwan. Are you changing your testimony now? 

Mr. GasBeL. No, not changing my testimony. But I was under the 
belief at the time that, from the small business people, Huntington at 
that time was not considered under the labor surplus area. 

Mr. Houtrtetp. Now we have a statement or we have some informa- 
tion here which our staff elicited from the Air Force people, and 
among other statements, the following statement is here, and it occurs, 
and I read it for your affirmation or refutation : 


Other considerations by Major Singer in ADF of November 3, 1955, were: (1) 
Huntington, W. Va., was a labor surplus area, and the request for proposal had 
indicated that consideration would be given to industries in labor surplus or labor 
distress areas if at least 60 percent of the contract would be performed in that 
area; (2) Polan had been designated by the industrial mobilization group as a 
planned source for this item; (3) that timesaving would be effected. These 
reasons supplemented the fact that Polan was a responsible bidder and did submit 
the lowest figure. 


Now. is that essentially a correct statement, or not? 

Colonel Witson. Except for one point, sir. 

Mr. Hourrtevp. One point. Let’s correct it. 

Colonel Witson. The point with regard to the 60 percent refers only 
to disaster areas. 

Mr. Bauwan. Do you have any consideration on the amount of work 
to be done by a contractor in a labor surplus area ? 
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Colonel Wiurson. In a labor surplus area—Lloyd, can you answer 
that? 

Mr. Hoxtrtetp. We have got labor surplus, labor distress, and labor 
disaster. 

Mr. Por. Sir, could you restate the question, please? I was check- 
ing the regulation on it. 

r. Bauwan. The question is: What considerations are given—— 
Mr. Houirtevp. May I ask a question while counsel is age) 
Would you explain to the subcommittee, Mr. Poe, what is the differ- 

ence between the terms “labor surplus,” “labor distress,” and “labor dis- 
aster,” in terms of legal meanings ? 

Mr. Por. Labor surplus and labor distress areas are one and the 
same. 

Mr. Ho.trtevp. I see. 

Mr. Por. The disaster area policy is a policy of the Air Force to 
place business under DM-077. 

Mr. Houtrretp. Which would allow 120 percent? 

Mr. Por. That is right. 

Now, when the Air Force policy for the disaster area set-asides was 
established back in September, we chose to use the same pattern or 
the same policies and procedures for handling set-asides for disaster 
areas as we have for distressed labor areas. However 

Mr. Houirtetp. But that is a matter of policy. You are not bound 
by that. 

Mr. Por. No, sir. 

Mr. Ho.trretp. You would be bound to consider a higher priced bid, 
if it was in a disaster area ? 

Mr. Por. In a disaster area program, sir, price differentials were 
authorized if deemed necessary. However, the authorizations were at 
such levels that contracting officers were without authority to make 
such determinations. 

In our headquarters, General Thurman would be the individual that 
must approve a price differential. 

In the case of critical labor areas or labor surplus or distress areas, 
there can be no price differential allowed. There can be only a meet- 
ing of the price. 

This is because of a provision that is in the Appropriations Act each 
year which prohibits the payment of a price differential for the pur- 
pose of relieving economic dislocations. 

Mr. Houtr1etp. Now let me ask you this question 

Mr. Por. Let me go one step further. I have one more point. 

Mr. Houtrievp. All right. 

Mr. Por. In this area where we have to make a choice in a setaside 
for disaster, distressed labor, or joint determination, we have in the 
armed services procurement regulations the provision that when there 
is a joint determination, it takes preference over the distressed labor 
policy. 

We have no policy statement as to the precedence to be given to 
disaster areas. 

So in this case, sir, where we did have a joint determination with 
the Small Business Administration, we could not apply contractually 
the provisions for distressed labor area, because the provisions are not 
the same. 
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The contract clause provides in the case of distressed labor area 
and in the disaster area that the firm must perform not less than 60 
percent of the dollar value of the contract in the distress area or in the 
disaster area. 

This provision is not in our contracts for setasides for small business. 

These are the differences, sir. 

Mr. Hotirretp. Now, just a minute. Let me follow through here 
now: There was an indication by Polan that they were going to sub- 
contract 22 percent of their work. 

Mr. Por. Yes, sir. 

Mr. Houirietp. This was a distressed labor area. They were the 
low bidder. 

Now, did you or did you not take into consideration those three 
factors—the factor that they were the low bidder, the fact that it was 
in a distress area, and the factor that they were only going to sub- 
contract 22 percent? Were those the factors that were considered ? 

Mr. Por. I think they were all considered, sir, but it was not neces- 
sary to give any preferential treatment because of the one fact. 

Mr. Horirrexp. I see. 

But because of those facts, it is not necessary because they were 
the low bidder ? 

Mr. Por. That is right. 

Mr. Houirtevp. Let me ask you a hypothetical question : 

If two bids were identical, and if one was in a distressed, not disaster 
but distressed labor area and the other was in a normal area, would 
there be any disposition on the part of the Air Force to take cognizance 
of distressed labor and award 

Mr. Por. In the case of equal bids, sir? 

Mr. Houtrtevp. Yes. 

Mr. Por. In the case of equal bids, the preference would go to the 
disaster area. 

Mr. Hottrteip. I did not say “disaster.” 

Mr. Por. Or the distress area firm. The regulations so provide, 
sir. 

Mr. Batwan. In any case, at the time of the award, what was your 
understanding as to the amount of work to be done in the Huntington, 
W. Va., plant of Polan Industries, Colonel Wilson ? 

Colonel Witson. Approximately 78 percent, sir. 

Mr. Batwan. Would be done in the Huntington plant, West Vir- 

inia ¢ 
F Colonel Wiison. That was the information that we had. 

Mr. Batwan. When did you first learn that there might be a devia- 
tion from that ? 

Colonel Witson. Can you answer that, Mr. Gabel ? 

Mr. Batwan. Has there been a deviation from that ? 

Colonel Wison. I believe there has been, sir. 

Mr. Batwan. To what extent? 

Colonel Wirson. I believe that that was partially covered this morn- 
ing on Polan. As to the percentage, I am not able to state. 

There is at the present time a request from the contractor, Polan 

Mr. Batwan. Which contractor ? 

Colonel Witson. Polan Industries—to subcontract additional work 
over and above that which had been set out in the FCR. 
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Mr. Batwan. What is the actual status of the contract and its 
performance ? 

Colonel Witson. Well—— 

Mr. Batwan. Is Polan setting up a line to do this and manufactur- 
ing rocket launchers? 

Colonel Wiison. I think I will have to refer that to the produc- 
tion man. 

Mr. Bauwan. Let’s ask the men in Cleveland here. Major 
Shoemaker ? 

General THurmMan. The Dayton people. 

Major SHormaker. The Dayton people. I have nothing to do with 
Polan. 

General THurmMan. They have administration of the contract. 

Mr. Batwan. Mr. Hoffman? 

Mr. Horrman. Technically, that should be answered by our produc- 
tion personnel from the Columbus office. 

Mr. Batwan. Are they here? 

Mr. Horrman. No, sir. 

Mr. Batwan. This is not a normal procedure, they have testified, 
and are not here. 

Mr. Horrman. I might say as late as the 28th of February 1956, 
we had a progress report from our quality control man, who is located 
in Huntington, W. Va., whereby certain rumors had been going around 
as to how much Polan anticipated subcontracting to the Weather- 
head Corp. 

This particular gentleman made an attempt—— 

Mr. Batwan. What is the gentleman’s name ? 

Mr. Horrman. Mr. Ater. He isthe Air Force quality control repre- 
sentative in Huntington, W. Va. 

He made an effort to either substantiate or disprove these particular 
rumors which had come to his ears, and in his report he indicates to 
us that— 

Rumors which the writer would be unable to confirm indicate the rocket 
launcher will not be built in Huntington, but that the major portion of it will 
be subcontracted to Weatherhead of Cleveland. Rumors would also indicate 
the procurement section, Headquarters, AMC, is not aware of this latest 
development. 

It is also apparent Polan will be required to set up complete production 
facilities here for the rocket launcher, even though they do subcontract the 
major portion of the contract to Weatherhead in Cleveland, Ohio. 

I might also say, sir, that we had heard rumors to that effect in 
the early part of January, regarding which we alerted our Columbus 
office to make a determination as to what was actually going on over 
in Huntington, W. Va.; and our contracting officer did write a letter 
to Polan whereby he indicated that we would not necessarily be too 
much pleased with all of this subcontracting which would go into the 
Weatherhead Corp. 

Mr. Batwan. Have you been to the Polan Industries plant. lately, 
subsequent to your FCR? 

Mr. Horrman. I have been many times subsequent to my FCR; 
yes, sir. 

Mr. Batwan. Have they a production line set up ? 

Mr. Horrman. For this particular rocket launcher ? 

Mr. Batwan. Yes, sir. 
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Mr. Horrman. Not to my knowledge. 

Mr. Hottrretp. Do they have dipping vats? 

Mr. Horrman. Yes, sir. 

Mr. Batwan. They don’t have a production line set up ? 

Mr. Horrman. To the best of my knowledge, no, sir. 

Mr. Batwan. Has Polan Industries indicated to the buyer that 
they would like or have they notified the buyer that they will be sub- 
contracting more than was indicated at the time of the award ? 

Mr. Gaset. All I have heard is rumors, but never had anything 
formally. 

General THurMAN. Sir, may I put something in at this point? 

Mr. Batwan. General Thurman. 

General THurmMan. Under our set-up, such a notice is to go to the 
administrative contracting officer instead of the buyer. The adminis- 
trative contracting officer, Mr. Geyer, is present. 

Mr. Batwan. May we ask him, General ? 


STATEMENT OF FRANK T. GEYER, ADMINISTRATIVE CONTRACTING 
OFFICER, POLAN, AIR MATERIAL COMMAND 


Mr. Geyer. My name is Frank T. Geyer, and I am the administra- 
tive contracting officer for the Polan rocket launchers. 

Mr. Batwan. Are you at AMC? 

Mr. Geyer. Yes, sir, under Mobile, however. I am under Dayton 
station. 

Colonel Witson. He isstationed physically in Columbus. 

Mr. Geyer. What is your question, sir? 

Mr. Batwan. Will you proceed ? 

Mr. Geyer. What is your question, sir? 

Mr. Batwan. The question is: What is actually going on, or has 
Polan Industries indicated anytime subsequent to the award that they 
will be subcontracting more than what they originally indicated ¢ 

Mr. Geyer. We understand, after numerous meetings with Mr. 
Ed Polan, who is the president, he has visited my office at least three 
times since this matter came up about subcontracting, that he intended 
to subcontract at least 60 percent of this rocket launcher contract to 
the Weatherhead Corp. 

He has begun to set up a stand-by line at the Polan plant at Hunt- 
ington. 

Mr. Batwan. What has been your position with respect to this 
request ? 

Mr. Geyer. Well, I have tried to discourage that, and I have written 
him a letter here, if you would like to hear the contents of it, on 
January 25. 

Mr. Hotirterp. I think this subcommittee is very much interested in 
small business, and we would like to hear the contents of your letter. 

Mr. Geyer. All right, sir [reading]: 


1. During our recent visit to your office, information was given to the effect 
that subcontracting of a large portion of the items to be produced under the 
above contract was contemplated. It was also mentioned that the Weatherhead 
Corp. was being considered as a possible subcontractor to perform many of the 
production operations on the launchers, as well as make final assembly. 

2. When this contract was awarded, one of the considerations involved in the 
award to your organization was that the unemployment problem in the Hunting- 
ton area was critical. It was therefore to the best interests of that area to per- 
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form as many of the manufacturing operations as was practicable without sub- 
contracting any large fabrication operation, The information available to this 
office through the Dayton air procurement district is that you contemplate the 
subcontracting of these items as much as 90 percent to a plant or plants as much 
as 400 miles away from the Huntington area. 

3. 


Mr. Batway. In the same contract, subcontract in the same State 4 
Mr. Gryer. No, sir. I was referring to Weatherhead at that time, 
of Cleveland, Ohio. [Continues reading :] 





3. It is requested that you notify this office of your intentions as to the per- 
centage of subcontracting contemplated and the other organizations with which 
you plan to subcontract, for the purpose of enabling this office to determine if 
the intent mentioned above is being overlooked. 

4. This matter is of extreme importance, and much embarrassment will be 
caused the procurement committee, Headquarters, AMC, if this contract is sub- 
contracted in any appreciable quantity. Your early reply is requested. 

If this office can be of assistance, please notify. 

Mr. Batwan. Have you had a reply? 

Mr. Geyer. They have replied, yes, sir. 

Mr. Batwan. Do you have the reply there? 

Mr. Geyer. Yes, sir. 

Mr, Houtrietp. What was the date of your letter, please ? 

Mr. Geyer. This was January 25, 1956. 

Mr. Ho.trtetp. Will you please read the reply, and give us the date 
of it.? 

Mr. Geyer. Yes,sir. In just a moment, sir. 

This letter is dated April 4, 1956. This is the first formal indication 
I had that they intended to make Weatherhead a subcontractor. 

Mr. Batwan. What is the date of this? 

Mr. Geyer. April 4, 1956. 

Mr. Houtrrevp. Let the committee understand. You directed 
letter to one of your contractors 

Mr. Geyer. Yes, sir. 

Mr. Ho.irtevp (continuing). In January? 

Mr. Geyer. That is correct. 

Mr. Hotirievp. January 20, I believe you said. 

Mr. Geyer. Twenty-fifth. 

Mr. Hortrterp. And you did not receive a formal answer to that 
letter until April 4? 

Mr. Geyer. That is correct. That is according to my records now. 

Could I qualify that, sir, just in this way ? 

Mr. Houtrtevp. Yes, sir. 

Mr. Geyer. During the period in February and the early part of 
April, we had talked over the telephone and had numerous conferences 
about this same thing. They really hadn’t come to any firm consid- 
eration of subcontract ‘ting until some other matters had been resolved 


within their own or ganization, which I don’t think affects us here. So 
they say this in paragraph 1: 





Request is made to provide for final inspection and acceptance by the Govern- 
ment at the following location : 


A plant or plants of our subcontractor at Weatherhead Co., Cleveland, Ohio. 

Now, that is all they say. They don’t say anything else in their 
letter. 

Of course, we understand what it means. They want to subcontract. 

Mr. Hortrretp. You mean that is all there is in the letter? 
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Mr. Geyer. Yes, sir. 

Mr. Houirretp. A very short letter. 

Does that indicate to you, by that letter, that you are being asked to 
accept delivery of 100 percent of their contractual obligations at the 
Weatherhead plants ? 

Mr. Geyer. It is my considered — that the subcontract will 
amount to around 80 percent. They have mentioned to me 60 percent. 
Other sources, not originating at Polan, have indicated 80 percent and 
85 or 90 percent. 

Mr. Houtrrevp. Is it also your understanding of the other 20 percent, 
there will be subcontracts for minor parts, suchas the firmg apparatus / 

Mr. Geyer. Yes, sir. ‘That is, under our interpretation we consider 
those to be convenient for procurement and not subcontractors. It 
will be a normal process of materials which will be vendor’s supply. 

Mr. Hottrietp. So actually, it appears that Polan will be 100-per- 
cent subcontracted ? 

Mr. Geyer. Very close to that, I would say. 

Mr. Houirretp. Very close to that, under this. 

In your discussions with the Polan people, was there ever any in- 
dication to you that an agreement has wk made or a discussion had 
been had between the Polan people and the Weatherhead people prior 
to the offering of their services, that there would be—that the Weather- 
head people would furnish the manufacturing end of this total contract, 
the non-set-aside and the set-aside, and that the Polan people would 
do the packaging of it, furnish the packaging for the joint obliga- 
tion / 

Mr. Geyer. These questions were also in my mind, too, as a result 
of the receipt of this letter on April 5, so I asked them to amplify the 
manufacturing consideration by getting additional material to me in 
the form of a letter to me, indicating what their actual intentions were 
in a great deal more detail. So I wrote the following letter 

Mr. Houtrtevp. All right. We would like to have you give all of 
your correspondence and full testimony on this point. 

Mr. Geyer. Thank you. 





Approval as to the source for the Weatherhead Co., given by this office in 
response to your letter of February 24 notwithstanding— 


I will have to explain that just a little bit later, and I will do so. 
Mr. Houtrrevp. All right. 


Mr. Geyer (continuing) : 


and based upon the amount of the subcontract to be entered into, it is neces- 
sary that the following additional information be furnished : 

(a@) What is the contemplated value of the dollar value of the subcontract? 

(b) What subcomponents, items, parts, or work is to be performed by the 
subcontractor? 

(c) Will the following functions require the necessity of transfer to the 
Cleveland Air Procurement District : 

(1) Quality control; 

(2) Contract administration ; and 

(3) Production surveillance? 
Please furnish this office with the above information. Upon receipt, this 
matter will be coordinated with the office of the buyer, after which a de- 
termination will be furnished your organization as to the subcontract. 


Now 


General TourmMan. What is the date of this letter ? 
Mr. Geyer. The date of this letter is April 5, 1956. 











82 AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 


Mr. Houtrrevp. April 5? 

Mr. Geyer. Yes. 

Mr. Ho.irretp. Have you received a letter in answer to that ? 

Mr. Geyer. Not at the present time, sir. 

Mr. Ho.irretp. Have you received any telephone answer? 

Mr. Geyer. Yes, sir; we have. We talked about it over the tele- 
phone, and it is as I indicated, that it will be in excess of 60 percent 
subcontracted. That is what they desire, and they will want us to 

make the transfers of those functions to Cleveland, and that is most 
economical. 

Mr. Houtrtexp. I will come back to this, but I see Mr. Hoffman 
has his hand up. 

Mr. Horrman. In regard to that answer to that letter of April 5, 
1956, there was a letter sent out by Polan April 18, 1956. Would 
you want me to read the whole letter, sir ? 

Mr. Houirtetp. Well, if it pertains to the testimony. 

Mr. Horrman. It pertains to this subject that you are discussing. 

Mr. Ho.irtetp. All right, proceed to read it. 

Mr. HorrMan (reading) : 


GENTLEMEN : The following is in reply to your letter dated April 5, 1956,.and 
confirms the information supplied by our D. W. Harris and D. N. Igou in their 
conference in your office with Messrs. Geyer, Rubin, and Captain Cooper on 
April 17, 1956. 

1. The dollar value to be subcontracted with the Weatherhead Co. will 
approximate 60 percent of the total contract price. 

2. Final acceptance to be had Huntington, W. Va., and Cleveland, Ohio, as 
previously described in our letter dated the 4th of April 1956. 

3. F. o. b. point to be Cleveland, Ohio, and Huntington, W. Va. 

4. The item being subcontracted to the Weatherhead Co. is the center section 
assembly with Polan supplying some of the components of this assembly. Polan 
is also to supply certain assemblies and parts, such as the complete fairing 
assemblies for the requirements of Weatherhead’s own contract. 

We trust the data furnished herein is adequate for your purpose, and we take 
this opportunity to thank you for the courtesies and cooperation. 


It is signed “E. G. Polan, president of Polan Industries.” 

Mr. Hoxirretp. Was that directed to you? 

Mr. Horrman. No; that was directed to our Columbus office, sir. 

Mr. Hortrrexp. I see. 

Mr. Geyer, you did not have that? 

Mr. Geyer. Yes, sir; I had it in the form of a letter written by 
my officer in charge of my office, and he made that up in the report to 
MOHB, that is the Dayton Air Procurement District, and I have it 
right here. 

Mr. Hotrrrerp. It was just an omission on your part that you did 
not call our attention to it? 

Mr. Geryrr. Yes, sir. 

Mr. Houirrevp. Were you going to explain a point you said you 
would like to come back to? 

Mr. Geyer. Yes, sir. 

Mr. Horirrevp. Would you read that sentence and then explain 
what you meant. 

Mr. Geyer. Yes. 

Well, I can explain it. It was—I had given prior approval for, 
source approval for, Weatherhead on the 24th of February, 1956. 
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At that time we did not realize that the contractor was going to 
subcontract to Weatherhead in the amount subsequently contemplated, 
so we gave him source approval of Weatherhead. 

We made our investigation of the AMC experience list, and based 
on that information we gave him an approval of Weatherhead and 
several other sources that he requested at the time. That was for 
source only, and we assumed it would be for a small amount. 

Mr. Horirrecp. Mr. Eckhart has some questions. 

Mr. Ecxnart. I would like to cover just one area, and I think these 
questions should be directed to Colonel Wilson and Mr. Gabel. 

Mr. Ho tirietp. Will you stand by, then, Mr. Geyer? 

Mr. Geyer. Yes, sir. 

Mr. Ecxuart. According to information supplied to the staff by 
Major Singer in the early part of February—he had visited Polan’s 
plant on January 25, 1956. 

The purpose of the trip was to survey arrangements for the rocket 
launcher procurement. 

He indicated the following items were discussed with the Polan 
personnel : 

1. That Weatherhead, the Weatherhead Co., manufacture all 
launchers, and Polan do all of the packaging. 

2. Weatherhead was to produce all equipment—was to purchase all 
equipment formerly owned by Cincinnati Industrial Finishing Co. 
Some of this could be used in present condition, and other would re- 
quire modification. Weatherhead was to retain each lot of 1,000 
launchers until completion of successful firing test. 

Polan has alerted many of its potential suppliers, but no purchase 
orders have been placed. 

Weatherhead and Polan would buy from common sources if the 
arrangement is not executed as set forth in paragraph 1. 

Some of these sources did supply like items to other contractors. 

Next, Polan has not proceeded with tooling or made other prepara- 
tions pending the outcome of negotiations with Weatherhead. 

Major Singer agreed to determine formally the feeling of Head- 
quarters, AMC, to the contemplated action to divide the work. 

Upon his return to AMC, Major Singer discussed the proposals with 
the Aeronautical Equipment Division, the small business officer, the 
staff judge advocate, and the Industrial Resources Division. No objec- 
tion was made by any of the above to the proposal. 

Now, my question, Colonel Wilson, is what is Major Singer’s rela- 
tionship to you ? 

Colonel Wiison. He was a section chief in one of the branches, 
namely, the Accessories Branch of the Division. 

Mr. Ecxuart. Major Singer is not here today? 

Colonel Wixson. He is not here, and he is no longer on that job. 

Mr. Houtrretp. This seems to be more than just a rumor, then; it 
seems like you were pretty well informed as you went along. 

Colonel Wriison, Sir, as far as the possibilities of subcontracting 
differ from what had initially been stated, I think a statement had 
been made by me that at the time of the placement of the contract 
there was no known change or difference; that there were no negoti- 
ations to our knowledge at that time, at the time of the placement of 
the contract. 
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Mr. Ecxnarr. Mr. Ge yer is talking about a letter that he wrote in 
February or on January 25, the same date. 

Colonel Wirson. That is right, sir. 

Mr. Ecxuart. Trying to get certain information. 

I am wondering whether or not this information was made available 
to you since it was discussed with four different directorates out there, 
and since the judge advocate was requested to render an opinion on 
this proposal by Polan to Major Singer. 

Colonel Wiison. To the best of my knowledge. I do not recall Major 
Singer discussing those points with me. On the 1st of February I 
left and was gone for practically the month of February. 

Mr. Ecxuarr. May I ask Mr. Gabel if Major Singer discussed any 
of these with you? 

Mr. Gapev. Major Singer, on his return from his trip, stated that 
Polan had indicated their desire to do this work or have this work 
performed by Weatherhead, a certain portion, but he did not know 
how much; and when Mr. Sullivan came in from Weatherhead, I asked 
him, “What is your intent?” He answered, “Well, we haven't de- 
cided as yet. We don’t know yet whether we are going to do that.” 

That was the story he gave at that time. 

Mr. Ecxnarr. Do you recall any discussions or any correspondence 
flowing from your office to the judge advocate from AMC on this 
subject ? 

Mr. Gaset. I do not recall any; no. 

Mr. Ecxuarr. Did you consider any information that Major Singer 

gave you during the official performance of your duty as being just 
rumor, as you testified to a little earlier? 

Mr. Gane. I would say that information I received with a sugges- 
tion or intent which was shown, where it is not backed up by paper, 
to me, is nothing more than words, because I have not got anything 
to base it upon. 

However, when a contractor comes to me and says, “We have not 
decided as yet” —— 

Mr. Houirtevp. That is all you got, which was words when you got 
assurance that they had material, when they told you they had assur- 
ance of material, and a few other things; you took their assurance 
on their facilities, did you not, on words? You did not verify their 
supply sources or their dates of delivery or anything like that. 

MG GaBet. No. 

Well, in my discussion with Mr. Polan, he never indicated to me he 
was going to subcontract a great portion. 

Mr. Ecxuarr. Mr. Chairman, since many legal questions have 
arisen here today or at least have been characterized as such, I wonder 
if we might request for the record the opinion of pn ee advocate 
of AMC based on a request by Major Singer asking or his decision 
us to the feasibility of Polan sube ontracting this in its entirety to 
Weatherhead and retaining the packaging functions for itself. 

So that the subcommittee can see what some of the rationale was. 

General THurmMan. Mr. Chairman, we will provide that if it exists. 
I do not know. TI suspect it was @ matter of discussion and a verbal 
opinion. (See p. 119.) 

But may I take this opportunity, sir, to give some of the policy and 
legal positions in which we find ourselves on this basic question of 
sube ontracting / 
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Mr. Houirterp. Yes, sir. 

General THurmonp. I would like to ask Mr. Poe to go into it a bit 
with the committee from an overall standpoint, and apply it to this 
case. 

Mr. Por. Sir, we have a section of our Air Force procurement. in- 
structions directed to the approval of subcontracts. We have a clause 
in all of our contracts entitled “Subcontracting.” 

It provides for the approval in straight fixed-price contracts of all 
subcontracts in excess of $25,000 or 10 percent of the contract price, 
whichever is the lesser. 

This approval in the case of strict straight fixed-price contracts 
is solely to the approval as to source; source approval is the determina- 
tion as to whether or not the proposed subcontractor is on the de- 
barred bidders list. 

This is the purpose for having the clause in our contract. 

We cannot debar a subcontractor if he is on the debarred bidders 
list unless there is a provision in the contract for such action. 

In our subcontract area this source approval then, sir, is restricted 
to that area, and that area alone. Of course, Weatherhead Co. is 
not on the debarred bidders list. 

Now, in the area of fixed price redetermination provisions and 
costs reimbursable contract, in addition to approval of subcontracts 
as to source, there is also the requirement for the review of the prices 
that will be—the pricing of the subcontract, the contract or the sub- 
contract clauses, the terms and conditions to see that they are in con- 
sonance with the prime contract which is being—a portion of which is 
being—subcontracted. 

In this area of approval of subcontracts as to source on straight 
fixed-price contracts, we have no policies nor procedures either at 
DOD levels in the armed services procurement regulations or in the 
Air Force procurement instructions as to the prohibition of any con- 
tractor from further subcontracting to any other firm. 

Mr. Rosack. Regardless of amount ? 

Mr. Por. Regardless of amount, even, sir, to the point possibly of 
100 percent of the work to be performed. 

Mr. Ronack. So that you never had to give approval to any amount 
of subcontracting by Polan to W eatherhead ; it was their option ¢ 

Mr. Por. Yes, sir. 

Mr. Rorack. So far as you understand it—— 

Mr. Por. So far as—— 

Mr. Rosack. As far as the policy is concerned 

Mr. Por. From the contract point of view, sir, this is the position. 

Mr. Houirtevp. So their statement that they were going to do 22 
percent meant nothing ? 

Mr. Por. Sir, it means nothing to the point that they would be re- 
stricted to that. They could do less or they could do more subcon- 
tracting. 

Mr. Hortrrecp. All right. 

Let me ask you this question: You are well aware of the purpose 
of Congress in passing the Small Business Act ¢ 

Mr. Por. Yes, sir. 

Mr. Houirteip. Do you not feel that where you go through the form 
of setting aside half of a procurement, as you did in this instance, for 
the purpose of letting small business participate in it, that in your 
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contracts with small business, in carrying out the intent and the pur- 
post of the Congress, do you not feel that your legal department should 
put some compulsive clause in there to request that subcontractors 
not to go to the big business and act, in effect, as a procurement agent 
for big business? ‘That is what it amounts to in this instance. He is 
a broker; Polan is a broker in this instance. He is not—while he may 
qualify, possibly does, in the small-business classification, yet by this 
type of subcontracting he and, of course, the Air Force being a party 
to it, become parties to circumventing this Small Business Act, as 
passed by Congress, at least the intent of it. 

Now, you may be clearly within your legal right in this instance, 
I am not passing judgment on that; but certainly you can see, as well 
as this subcommittee can see, that the purposes of Congress are not 
being attained in this instance. 

Mr. Por. Sir, to answer your question, I would like to hold it on a 
personal basis, this is my personal opinion, I cannot in this area give 
an opinion for the Air Force. 

Mr. Hotirtexp. I realize that. 

Mr. Por. In my opinion, sir, we are not circumventing the intent 
of Congress. 

Under the Walsh-Healey Act, and all of our contracting, it is 
mandatory that awards of our contracts for supplies or services be 
to manufacturers and regular dealers, regular dealers, being defined 
under the rulings and interpretations of that Act to include jobbers, 
distributors, and we have many hundreds, probably thousands, of 
small-business firms in the jobber and distributor area. 

They contribute to the Air Force on many contracts, sir. They 
do obtain profit. No matter whether they subcontract 100 percent to 
big business, they are still retaining a percentage of that dollar value 
of that contract in the form of profit for themselves. 

If we would try to limit our small-business programs, as we do in 
the case of the distressed labor area, where a minimum of 60 percent 
of the dollar value must be performed by a small-business concern, 
we would be further limiting their possibilities of ever becoming big 
business, sir. 

They would be literally frozen out. 

For instance, sir, we have many contracts where a small-business 
concern, in the purchase of vendor items, as Mr. Geyer described 
here a few minutes ago, it would constitute more than 60 percent of 
the dollar value of the contract. 

They would be frozen out in such an event of where they had to 
buy 60 percent of the vendor items. Their profit and the bulk and 
the balance of the work to be performed by them would be less than 
the 40. percent, so they would not even be eligible for a contract. 

Mr. Ropack. We are not talking about vendor items, Mr. Chair- 
man. Weare talking about an end product here. 

Mr. Por. Sir, but our distressed labor area does not cover that, the 
policy of 60 percent of the dollar value, due to the fact that the 
vendor items can accrue to more than 40 percent, and you could not 
possibly perform 60 percent of the work in the area. 

Mr. Rosacx. Will you answer this question for clarification: If 
the Polan bid was 1 cent above the Weatherhead bid, could they have 
made this 100 percent recontract or subcontract to Weatherhead ? 
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Mr. Por. Would you restate your question, sir? 

Mr. Rosacx. If the Polan bid was 1 cent above the Weatherhead 
bid, could they have made 100 percent subcontract to Weatherhead ? 

Mr. Por. We are 

Mr. Ropack. Or any portion thereof? 

Mr. Por. Sir, we are prohibited from paying a price greater on 
the nonreserve portion than on the—in other words, it must be no 
more than the price paid on the nonreserve portion. The theory that 
you just gave me, sir, is not possible. 

We could not pay Polan more, not even 1 cent, than Weatherhead. 

General THurMAN. Sir, may I pick this up at this point ? 

Mr. Houtrtetp. Yes, sir. 

General ‘TuHurMAN. I would like to say, first, that my job in the 
Air Force is one where I have responsibility for procurement policy. 

[ think enough has been said about this particular situation to make 
it incumbent upon me in the discharge of my responsibility to take 
another look at this question, and I will do so. 

This is a basic policy question, but there are some considerations 
I would like to lay on the table. 

You have got not only vendor items that are involved in this, 
but you have got such things as purchase of steel that you cannot 
buy from a sms all business, and if we restricted small businesses to 
performing a given percentage of the contract, in some cases—and 
In many cases—they could not t perfor m it, and we would be defeating 
the very purpose we are trying to serve by making it impossible for 
them to bid on it. 

There is another aspect of the thing I would like to ask for the 
committee to consider. 

We have, somewhat like the legislative branch of the Government, 
a lot of conflicting policies that have to be resolved. 

We have got a disaster area policy that would dictate we do one 
thing. We have got a policy of negotiation. 

We have got a policy for advertising. We have got policies for 
small business. It is sometimes difficult to reach a determination as 
to what is the proper course to follow. 

One of the things involved is the extent to which the Air Force 
should be in a position to run the businéss of its contractors. 

As you know, the Air Force has been under fire, and is under 
fire now, from a lot of large business concerns for running their 
businesses, 

One of the things involved here that makes it different from most 
situations is that it is a fixed-price contract, and we have got the 
basic philosophical consideration of the extent to which the Air Force 
should run the business of its contractors in a straight fixed price 
situation. 

Now, in cost-plus-a-fixed-fee type of contract and other rede- 
terminable type of contracts, it is Air Force money that the con- 
tractor is juggling around, and we feel that we must do something 
about it. 

Where it is a fixed-price contract, it is the contractor’s money 
that is being juggled around, and we feel philosophically, and the 
Department. of Defense does, that there is less basis for the Air 
Force running the contractor’s ‘business. 
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Now, notwithstanding all I have said, I do expect to give a further 
look at this area. 

Mr. Batwan. If it is true that as much as 90 percent or more may 
be subcontracted, officially declared to be in excess of 60 percent, 
would it be a source of concern to you if Polan were to subcontract 
in that amount to another State ¢ 

General Tuurman. I think this hearing has made it a source of 
concern to us. 

Mr. Hottrtexp. I realize that you have a tough job. 

General THurMAN. It is, Mr. Chairman. 

Mr. Ho.irrevp. We realize that, and this committee has been inter- 
ested in procurement for a long time, as you know. 

I am not quite willing to accept all the philosophy that Mr. Poe 
offered on a personal basis, because the end result is that I do not be- 
lieve, General Thurman, that you would have granted Polan this con- 
tract if you had known he was going to subcontract a hundred percent 
of it to Weatherhead. 

General Tuurman. I do not think I would have, either. 

Mr. Hortrrerp. I just do not believe you would have. 

General Tuurman. I do not believe I would have, either. 

Mr. Houtrtetp. And the very fact that he is doing it, and while this 
may be within the bounds of legality, I am not qualified to pass upon 
it, certainly it is not something you contemplated in the Air Force, 
and I certainly do not think Congress contemplated this type of a 
procedure would occur in the set-aside for small business. 

General TourmMan. I do not think so, either. 

Colonel Wiison. Along those lines 

Mr. Hottrtevp. Particularly in a manufacturing line, now. 

I recognize in the procurement of vendor items, why, sometimes 
vou have to go, and even in the case you spoke of, monopoly sources 
for aluminum or steel or something of that, but yet, as a rule, that is 
a minor part of a contract. 

General THurMan. Sir, not always; and we have to try to make 
our policies fit all cases. 

Mr. Hottrtetp. Dollarwise ? 

General THurMAN. Yes, sir. 

When you get into steel fabrication, quite frequently it is the pre- 
ponderant amount of a contract. 

Mr. Horirtetp. Of the dollars involved? 

General THurMAN. Yes, sir. 

Mr. Ecxuart. General Thurman, does not the Small Business Ad- 
ministration select only a certain category of items to be set aside 
under this joint determination for small business, knowi ing full well 
that small business can perform most of the manufacturing operations 
on that piece of equipment? 

General TuurMAN. Sir, I think the answer to that question is yes 
and no. 

The small-business people do make, as part of their criteria for 
selection, the capability of the manufacturer to produce. But I do 
not think the subcontract aspect of it is taken into consideration. in 
reaching that determination. 

Mr. Ecxuarr. I just have one other question: The negotiation 

General THurmMan. Actually, enginering enters into that more than 
anything else. 
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Mr. Ecxuarr. The negotiation Mr. Geyer is carrying on with Mr. 
Polan right now was initiated late in January of 1956, and DOD di- 
rective 4100.9 on small business was issued November 14, 1955. One 
of its purposes is to result in benefits to the development of defense, 
such as additional sources of supply. 

Now, could that not be taken into consideration during the present 
negotiations between Mr. Geyer’s office and Polan Industries in dis- 
allowing them to subcontract a major portion of this? 

General TuurmMan. Yes; the answer is “Yes.” But I must say that 
I have some reservation as to whether it would do us any good. 

There is a substantial legal question here as to whether the Air Force 
can do anything about this. I do not know the answer to that. 

Mr. Ho.ir1etp. There is also a substantial legal question as to some 
other factors of this program, is there not ? 

General THurMAN. Sir, in nearly all of our procurement we con- 
stantly run into substantial legal questions. 

Mr. Houirtevp. I mean, certain notices have been filed, briefs have 
been filed, as I understand, with your legal department in regard to 
proprietary rights. 

General THurMAN. In these cases? Not that I am aware of. 

Colonel Witson. Not with Weatherhead or Polan, sir. 

Mr. Wesse.in«. It is correct, Mr. Chairman, that a brief and a 
claim 

General THurmMaANn. On these cases? 

Mr. Wessetink. No; involving the rocket launcher. 

General THurMAN. I am not aware of any. 

Colonel Witson. Not on these cases, sir; on others. 

Mr. Horirretp. Did you finish your statement ? 

Mr. Wessetink. I did. 

Mr. Hotirrevp. I do not differentiate between what you gentlemen 
say. We are talking about the rocket launcher procurement contracts 
and, as I understand it, both Weatherhead and Polan have had notices 
not to use certain proprietary items, and, also, the Air Force has been 
notified that they are infringing upon proprietary items. 

General TourMan. Are you referring to the Century people? 

Mr. Houtrrevp. Yes. 

General Tuurman. I do not know whether Weatherhead and Polan 
have been notified. 

Mr. Babbitt has talked to me, among other people, about his proprie- 
tary-right situation, and we do know he has such a claim. 

Mr. Hortrtevp. So there is a claim. We are not passing judgment 
as to the merit, of course. That isa matter to be settled 

General THurMAN. Yes, sir; I do not know whether he has filed an 
actual claim or not. He has talked to us about it, and I have written 
him a letter which you may have in your files telling him the result of 
consideration of his position by our Judge Advocate. 

Mr. Rosack. Mr. Chairman, I would like to ask whether, in fact, 
when the preproduction samples were given over by Polan to Weather- 
head to produce the question of subcontracting was preempted. 

The fact that Weatherhead would make these samples means that 
Weatherhead would know how to produce the thing, not necessarily 
Polan. So, as a practical matter, the decision was already made when 
Polan asked Weatherhead to come up with the samples. 

General THurmMan. Well, I will attempt to answer that. I think 
that is a decision we have got to make. 
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As of now I must confess I do not know the answer. 

Colonel Witson. As far as the timing in there goes, that is the only 
thing. I believe it was the 7th of April that Weatherhead submitted 
samples to Polan. This again is still a later date. 

Mr. Batwan. What is the deadline for the 120 days for Polan to 
submit its preproduction samples? 

Colonel Witson. The 21st of April, sir. 

a Batwan. The 21st of April? Are they delinquent as of this 

oint 
Colonel Witson. Yes, in the same sense that Weatherhead was 
delinquent. 

Mr. Batwan. Which procurement district has responsibility in ad- 
ministering this contract now ? 

Colonel Wixson. Dayton air procurement district. 

Mr. Batwan. Dayton air procurement district? 

Colonel Witson. Right. * 

Mr. Batwan. And that is Mr. Geyer? 

Colonel Witson. Yes, sir. 

Mr. Batwan. It is assigned to him as the person representing that 
office ? 

Colonel] Witson. Yes, sir. 

General THurman. As the administrative contracting officer. 

Mr. Batwan. Now, what is Major Shoemaker’s responsibility with 
respect to the launchers being manufactured at the Weatheheed plant 
in Cleveland, which is Major Shoemaker’s home district ? 

General THurMaAN. I will attempt to answer that. 

It is his responsibility to the extent that if any—if such an arrange- 
ment would. impair the capability of Weatherhead to perform the con- 
tract for which he has responsibility. 

Is that a fair statement, Major Shoemaker ? 

Major SHoremaker. Yes. 

Mr. Batwan. Major Shoemaker, then you have no concern about 
the outcome of the Polan launchers manufactured at Weatherhead; 
that is just another product being manufactured by the firm? 

Major SHormaker. That is correct. 

Mr. Batwan. Now, who would be in default on this contract if it is 
not produced, Weatherhead or Polan ? 

Major SHormaker. Polan. 

Colonel Witson. Polan. 

Major Suormaxker. He is the prime contractor. 

General THurMAN. So far as the Air Force is concerned, Polan 
would be delinquent if it did not produce in accordance with the 
contract. 

Mr. Batwan. And the Cleveland procurement district must con- 
sider Polan manufactures maintained in the Weatherhead firm there 
that it is just another product; it could be ashtrays, so far as you are 
concerned ? 

Major SuHormaker. So far as I am concerned, yes; it is another item 
under my contract. 

Mr. Hourrretp. What becomes of your concern over additional 
sources of supply in a case like this? I will ask General Thurman, 
sir. 
General THurMAN. I am sorry, sir—— 
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Mr. Hoxtrtevp. I am sorry we are detaining you; you are past your 
reservation time. 

General THurMAN. We want to stay here as long as the committee 
wants to; we are in no hurry. 

Mr. Hottrievp. I am sorry you did not hear the question. 

My question was, What becomes of your concern for additional 
sources of supply in a case like this where, obviously, you intended 
that there should be 2 separate sources of supply, and suddenly we 
find there will only be 1? f 

General Tuurman. I will just try to answer it this way, Mr. Chair- 
man: One of the many things that we are concerned with are sources 
of supply for mobilization response. That was not one of the factors 
taken into consideration in making the award to Polan. 
Now, Polan is a planned producer under our genera! mobilization 
lan. 

, But if some other firm, not a planned producer, had come in with 
a low bid, I am inclined to think that the mobilization aspect of it 
would not have made us go to Polan rather than someone else. 

I am answering a hypothetical situation, so I must answer it in 
the subjunctive. 

Mr. Howtrtetp. Then you do not put the importance on additional 
sources of supply that the Navy places upon it? 

General Tuurman. I do not think so in this particular case, Mr. 
Chairman. 

Mr. Ho.irretp. May I get just afield for a moment and ask you 
this: Is it or is it not true that the Air Force possesses these rockets 
in tremendous quantities ? 

General THurMan. Sir, I do not know the answer to that question. 

Mr. Hotirtevp. I am speaking in terms of millions of rockets. 


General THurMAN. May I ask Colonel Page if he knows the answer 
to that? 


Colonel Wirson. He has left, sir. 

General THurMaANn. I do not know, sir. 

I will get the information supplied for the record, but I do not 
have the information. 

Mr. Hotirtetp. The reason I ask for that information and as long 
as you are getting that information, could you also get us the type of 
rocket launchers which you use for this 2.75 rocket, and the cost of 
the different types of rocket launchers which you use to fire this 2.75? 

General THurMAN. You mean in addition to the MA-3 ? 

Mr. Houtrrevp. Yes. 

General Tuurman. I think the MA-3 is the only one, but I may 
be mistaken. I had better check. 

Mr. Batcu. That is correct, except for a two-tube training launcher 
It isthe only combat launcher we are procuring. 

Mr. Howtrreip. You are not in production on any metal launcher at 
this time? 

Mr. Batcn. No, sir; except for the training launcher. 

Mr. Houtrrevp. The two-tube launcher ? 

Mr. Batcn. Yes,sir. There isa contract on it now. 

General THurMAN. You are speaking of a launcher for use on com- 
bat airplanes; are you not? 

Mr. Houtrretp. That is right. 
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General THurman. I think the MA-3 is the only one, but I will 
verify it and submit it for the record. 

Mr. Hoxtrreip. Then, is it reasonable for me to assume that the 
amount of these launchers that you have on hand is the amount that 
you have not used of your previous contract because that was the first 
production contract of the Air Force in the MA-3 type of launcher? 

Colonel Wirson. That they have not been used ? 

General THurman. I think that is correct, sir. 

Mr. Ho .irieip. The only stock you have on hand is the unused por- 
tion of the contract which was finished recently. 

Colonel Wirson. Yes, sir. 

Mr. Hortrretp. The 100,000 contract ? 

General TuHurman. We have some launchers of a prior design that 
would be useful. We may have some that we have got from the Navy, 
I simply do not know, but I will find out and supply it for the record. 

Mr. Hotirtevp. It would be interesting to know how many of these 
you have and how many rockets you have in your inventory, and by 
knowing these two points it would indicate somewhat to this com- 
mittee whether you have any need for these or not. Maybe you do 
not need these launchers. 

General THurmMaAn. Well, I do know that we have a large number 
of rockets in our inventory; I do not know the number. I see your 

int. 
ie. Ho.trietp. They are not much good unless you can fire them, 
are they ? 

General THurMAN. You are quite right, sir. 

Mr. Barwan. I havea question, Colonel Wilson. 

Colonel Wiison. Yes, sir. 

Mr. Batwan. Has Weatherhead or Polan provided you with an 
agreement amongst themselves concerning their arrangements for sub- 
contracting with each other? 

Colonel Wiison. Included in the brochure that you have there is 
an agreement which was, I believe, from Weatherhead Co., and is 
included right there in that. 

Mr. Barwan. Will you tell me what tab it is? 

Colonel Witson. What is that? 

Mr. Batwan. Have you any idea what tab it is? 

Colonel Wirson. What type? 

Mr. Batwan. Tab number? 

Colonel Witson. Tab—I am sorry, I do not. I can find it for you 
very readily. I think it is down near the end. No, it is 

Mr. Batwan. Mr. Chairman, on February 22, Polan Industries— 
is Mr. Hollis with the Weatherhead Co., Colonel Wilson ? 

Colonel Wiison. I do not know. 

Mr. Batwan. How was that provided ? 

Colonel Wirson. That was given to us on Monday by the Cleveland 
Air Procurement District. 

Mr. Batwan. Major Shoemaker, could you tell us where you re- 
ceived that? 

Major SHormaker. We obtained it from Weatherhead. 

Mr. Batwan. Why did they give it to you? : 

Major SHormaxer. We asked them if there was such a thing in 
existence. 

Mr. Batwan. What was your concern for this? 
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Major SHormaker. That is when we found out that there was all 
this, as far as we were concerned, that there was agreement in there. 

Mr. Batwan. I mean, you have no worry at all about what Polan 
is doing in Weatherhead plants, you just told me. Why are you con- 
cerned about Polan at all ? 

Major SHormaKker. Because it was asked if there was agreement by 
a member of your committee, I believe, who asked if there was agree- 
ment in existence. 

Mr. Batwan. And you had not known of this prior to that time? 

Major SHoreMAker. No, sir. 

Mr. Batwan. May we read this into the record, Mr. Chairman ? 

Mr. Houtrrerp. Yes. 

Mr. Batwan. This is a letter from the Weatherhead Co., Cleveland, 
Ohio, dated February 22, 1956, to Polan Industries, Huntington, 
W. Va., attention Mr. Edward Polan: 


GENTLEMEN: This will confirm our agreement that you will package and 
mark in our Cleveland, Ohio, plant 149,829 rocket launchers, Air Force type, 
MA-3, in accordance with packaging specifications contained in your prime con- 
tract No. AF 33(600)31699 with Air Materiel Command, Wright-Patterson Air 
Force Base of Ohio, which specifications are incorporated herein by reference. 

This agreement is a subcontract under said prime contract and shall be 
deemed to contain all the provisions contained in such prime contract with 
respect to packaging, marking and delivery, and such further conditions as are 
required by the armed services procurement regulations. 

We shall pay you on or before the 15th day of each calendar month the sum 
of $2.90 for each of the rocket launchers packaged and marked by you, and 
which are inspected, approved, and delivered to the Government pursuant to the 
above-numbered prime contract during the preceding calendar month. 

We shall provide you without expense to you space in our Cleveland, Ohio, 
plant, and you shall provide the labor, materials required to perform the 
packaging and in sufficient quantity to meet our delivery schedules under such 
contract. 

You will give preference to laid-off Weatherhead personnel who are able to 
perform the job satisfactorily to you, and shall pay Weatherhead prevailing 
labor rates for such work. 


If I may interrupt at this point, it appears to me that what this is is 
an agreement that Weatherhead is notifying Polan that Weatherhead 
is going to subcontract with Polan for packaging, but that the job 
shall be done by Polan in a Weatherhead plant. 


You will hold us harmless and indemnify our company for any damages or 
injuries to persons or property as a result of your employees’ work on our 
premises, and shall furnish evidence of public-liability insurance satisfactory 
to us. 

You shall also comply with Workmen’s Compensation Act, Fair Labor Stand- 
ards Act of 1948, as amended, and all other Federal, State or municipal laws 
or ordinances relating to the employment of such employees who shall work 
on our premises. 

This agreement is contingent upon the execution of our letter agreement with 
you of even date covering manufacturing for you of center-section assemblies for 
the rocket launchers contracted by you under contract No. AF 33600-31898. 

This letter supersedes in its entirety our letter to you of January 26, 1956, 
covering the packaging and marking of rocket launchers. 

If the foregoing is agreeable to you will you kindly indicate your approval 
by signing, and returning to us, the carbon copy of this letter which is enclosed 
herewith. 


It is signed by C. M. Hollis, Jr., vice president, for Weatherhead, 
and it is indicated on the letter : 

“The foregoing is hereby approved this” something “day of Feb- 
ruary, 1956.” 
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The day of the month is illegible. It is signed “Polan Industries, 
Inc.,” and signed “ E. G. Polan, President.” 

Mr. Morean. Is there another agreement there? 

Mr. Batwan. There is another agreement; it is superseded—there 
is such a letter. 

Mr. Morean. Mr. Chairman, I was advised by one of the officials of 
the Weatherhead Co. that an agreement in addition to this, dated the 
same date, February 22, whereby Weatherhead was to perform ap- 
proximately 65 percent of the entire contract for Polen— Chie is appar- 
ently just on the packaging—this agreement was supposedly furnished 
to the people at AMC, and I was told that it was on file there at AMC. 

Do you know of any other agreement besides this, Colonel Wilson ? 

Colonel Witson. I donot. May I refer to Mr. Gabel? 

Mr. Gapset. On what date was that? : 

Mr. Morean. The agreement was allegedly dated February 22. 

Mr. Gaznet. February 22? I would have to check my files to make 
certain of that. 

Mr. Batwan. May this be read into the record, then? This is an- 
other agreement initiated by Weatherhead, and it is a letter from 
Weatherhead to Polan Industries, dated February 22, 1956, and it is 
as follows: 


GENTLEMEN: This will confirm our agreement to manufacture for you 145,000 
center section assemblies (as shown in attached drawing No. 601-00326) for 
rocket launchers, Air Force type MA-3 as specified in your contract No. AF 33600- 
31898 with Air Materiel Command, Wright-Patterson Air Force Base, Ohio, as 
amended to date herein called your basic agreement. 

You will provide us at no cost to us with tubes for such center section assem- 
blies, which tubes shall be from a source to be approved by us, and shall be 
delivered to us at our Cleveland, Ohio, plant. 


As we understand it, Mr. Chairman, these are tubes manufactured 
in Cleveland, also. 


Within 30 days after the date of each invoice you will pay us the sum of $13.81 
f. o. b. our plant Cleveland, Ohio, for each such center section assembled man- 
ufactured by us and delivered to you or for your account, with appropriate ad- 
justment in such price if your tubes, if the cost of your tubes, is more or less 
than 81.2 cents for the tubes required for one assembly. 

The aforesaid price does not include the cost of packaging, which is to be per- 
formed and paid for by you in accordance with the third and fourth paragraphs 
of our separate letter agreement of even date pertaining to packaging. 

We shall also furnish you without additional charge 20 preproduction samples 
of each center section assembly, 10 of which shall be tested at our expense in 
accordance with each of the requirements of your basic agreement. 

Terms, conditions, and delivery requirements of your basic agreement inso- 
far as they are applicable hereto shall become a part of our agreement, and by 
this reference incorporated herein except as hereinafter expressly provided. 

You shall not agree to any changes in such basic agreement relating to cen- 
ter section assemblies without first securing our written approval thereof, and 
you will notify us promptly of any such changes proposed to be made or im- 
posed by the contracting officer, and if any such change creates an increase or 
decrease in delivering the items to you, you will negotiate with us a price ad- 
justment reflecting such increased or decreased cost. 

In the event of a termination of your basic agreement for the convenience of 
Government. we have the right, subject to the approval of the contracting officer, 
to submit our termination claim computed in accordance with the provisions of 
your basic agreement directly to the contracting officer. 

We shall not be liable to you for any failure to deliver hereunder occasioned 
by any of the perils which are specified and defined in section 22 (f) (1) of 
your basic agreement as accepted perils in the event of a work stoppage in our 
plant occasioned by any of the accepted perils as defined in your basie agree- 
ment. 
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We will use our best efforts to make available to you for your use during the 
period of any emergency thereby created, but for no longer than the duration 
of such emergency, all tools, attachments, and attachments in our plant and/or 
in the plants of our subcontractors upon such terms and conditions and for such 
reasonable compensation as may be agreed upon prior to making such equip- 
ment available to you. 

This agreement shall be conditional upon your furnishing copies of this letter 
agreement and copies of our separate letter agreement of even date pertaining 
to packaging to Air Materiel Command, Wright-Patterson Air Force Base, Ohio, 
together with a request pursuant to paragraph 25 of your basic agreement for 
written approval of the contracting officer of the Weatherhead Co. as a source 
for such center section assemblies; execution of our letter agreement of even 
date covering your packaging and marking of rocket launchers manufactured 
by us. 

We shall require for our files photostatic copies of your transmittal letter or 
request and any amendments of contracting officer issued pursuant thereto. 

This letter supersedes in its entirety our previous letter to you dated January 
26, 1956, covering manufacture of rocket launchers for you. 

If the foregoing is agreeable to you, will you kindly indicate your approval 
by signing and returning to us the carbon copy of this letter which is enclosed 
herewith. 


It is signed “C. M. Hollis, Jr., vice president for the Weatherhead 
Co.,” and there is indicated such approval, to wit: 

The foregoing is hereby approved this 22d day of February 1956. Polan 
industries. 

In effect, this has a $13.78 center section subcontract, plus a $2.90 
subcontract for packaging to be done at the Weatherhead plant, 
using the Weatherhead facilities, making a total of $16.68, I think. 

In addition, there is a further requirement that 81 cents will be 
the maximum price for the tubes which Polan will provide Weather- 
head, and Weatherhead assembles these and specifies what kind of 
tubes they are and where they should be procured. 

So this brings it up to over $17 as against the contracted price of 
$20.35, less one-half of 1 percent. 

This agreement has not, I take it from the evidence of Air Force 
officials, been presented to the Air Force? 

Mr. Gaset. We do not have this in the file. This is an agreement 
that I have in a pending file “Weatherhead,” and that may be it, and 
I will check, and if I have it 

Mr. Batwan. This is all more than rumor, then, is it not? I mean, 
you have some documents. 

Mr. Gapeu. This agreement I received a copy of but nothing for- 
mally. I had not seen it, and when I checked with Mr. Polan and 
asked, “Has anything been resolved yet,” he indicated to me, no. 

Mr. Batwan. But you have this agrement, you have seen this agree- 
ment ? 

Mr. Gapex. Yes, and I, as far as subcontracting, I did not know of 
what percentage, I do not know yet. 

Mr. Batwan. Well, does anybody know in the Air Force, yet? 

General THurMAN. Mr. Counsel, does the record there indicate 
whether that has been accepted or is it simply a proposal that some- 
one has made? 

Mr. Gasew. This is a proposal. 

Mr. Batwan. This is a signed agreement between the two bodies. 

General TuurMAN. Signed by both parties? 

Mr. Gaset. It has been signed ? 

Mr. Batwan. Yes, sir. 
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Mr. Gasew. I was not aware of it. 

General TuurMAN. I was not aware of this agreement. 

Mr. Batwan. Again I ask the question, Mr. Chairman, if I may, 
is this of some concern to the Procurement Division of the Air Force ? 

General Tuurman. The answer to that, I think, is what I gave be- 
fore. It is certainly of some concern, but the extent that we can go 
to do something about it is another question. 

Mr. Batwan. I do not think that is being asked in this case. 

General THurMAN. It is a matter of concern to the Air Force. 

Mr. Hotirtetp. There are 2 or 3 little odds and ends that I would 
like to comment on. 

In the first place, I would like to ask if there have been any formal 
requests for changes in specifications or for price adjustments suffered 
by either the Polan people or the Weatherhead people in these con- 
tracts? 

General Tuurman. I will give you a short answer to that, if I may, 
Mr. Chairman. If you want to amplify it, ask the W ADC people to 
do so. As to price, there has been no request for any price change. 

As to a change in specification, there has been one request for a 
change in specific ation which has been granted. 

A request was made, I think, on behalf of both contractors to change 
one piece in the item from a centrifugal casting component to a 
forging. 

It was the request—the request was passed on by our laboratories, 
and they were of the opinion it would give us a better piece to do it, 
and approval was granted at no extra cost to the Air Force. 

The indications are 

Mr. Hortrrecp. But with no concession as to performance ? 

General THurRMAN. No, sir; and the indications are that it will ac- 
tually cost more to produce the forging than the casting. 

Now, if the committee would like for details to be added on it, we 
are prepared to give it. 

Mr. Horirtevp. There are two comments I am prepared to make on 
that. One is that I believe my telegram, dated in November to Gen- 
eral Rawlings, asked that this subcommittee be notified as to any re- 
quests for price changes or changes in specifications. Apparently 
that 

General Tuurman. Mr. Chairman, does it go to the matter of specifi- 
cations without reference to price ? 

Mr. Hottrrexp (reading) : 








Our subcommittee request that we be informed on future developments on 
the original award and subsequent award in the small-business field. Any future 
price changes or requests for such upward revision of the original bid upon 
which the contract was awarded will be of interest to me and my subcommittee. 

And we have not been notified. 

Now, I asked you if there had been any official requests, and I want 
to ask you now if there have been any unofficial approaches for price 
adjustments upward in this? 

General 'TuHurmMaAn. None that Iam aware of. 

Mr. Gabel ? 

Mr. Gapsev. None that I am aware of; no. 

Colone! Wurson. Do you know of : anything, Mr. Geyer, of any 





Mr. Geyer. No. sir. There has been no indication to me of any in- 
crease in price, and I have talked to him recently. 
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Mr. Horirrecp. None of your personnel know of any increase in 
price ? 

General THurman. Mr. Chairman, I thought I had all the wires 
that you had sent to General Rawlings, but I apparently do not. 

Mr. Houirretp. We will give you a copy of that. 

General THurman. May I have a copy of it, because we certainly 
want to do what we can to comply with your request. 

Mr. Hotirtevp. One other thing that I wish to ask you about: Do 
you conceive that the amendment to the Polan Industries’ original bid 
which resulted in a reduction of one-half of 1 percent, do you conceive 
that you were justified in taking that into consideration in view of the 
difficulties which are involved in consummating that type of a billing 
and paying within a 10-day period ? 

General Touran. Sir, let me correct one statement of fact. The 
adjustment that was made to Polan’s price was not inthe addition of 
the one-half of 1 percent; that was a part of their original bid. 

Mr. Hottrtetp. It was an amendment that they submitted to you 

General THurMan. No, sir. 

Mr. Ho ttrrecp (continuing). Was it not? 

General Tuurman. No, sir; it was a part of their original bid. 

Mr. Hottrterp. I see. 

General THurMAN. Now, they did amend their bid. 

Mr. Houtrtevp. To make ita flat 

General TuHurMAN. No, sir; by reducing the price to which the one- 
half of 1 percent applied. 

Mr. Howirrecp. Yon 

General THurman. But the one-half of 1 percent was in their orig- 
inal bid. It applied to $20.45—is that the figure? 

Colonel Witson. That is correct. 

General THurmMANn. They came in later. They were the low bidder 
with $20.45, less one-half of 1 percent. 

They came in later and voluntarily reduced their net bid. 

Mr. Lipscoms. How do you say he was the low bidder when he 
offered a bid of $20.45? 

General Tuurman. Sir, that was not his bid. It was his bid of 
$20.45, plus one-half of 1 percent discount. 

Mr. Lirscoms. Now, one-half of 1 percent in 10 days? 

General TrHurman. Yes, sir. 

Mr. Lirscoms. Does the Government or the Air Force ever pay 
their bills in 10 days? 

General THurMAN. Yes, sir. 

Mr. Lirscoms. They do? 

General THurRMAN. Yes, sir. 

Colonel Wirson. And we take advantage of all of these discounts, 
whatever we get. 

General Tuurman. That is our normal practice. 

Mr. Rorack. Does that include going through audit or advanee 
payments ¢ 

General Tuurman. No, sir; regular bills. 

Mr. Rosackx. Payment of specific bills and specific vouchers? 

Colonel Wirson. Invoice vouchers. 

Mr. Hottrterp. You have a history of that type of speed? 

General TuHurman. Sir, I would mislead you if I gave you the im- 
pression that that was our average. 
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Mr. Houtrterp. I have had cases where manufacturers were having 
difficulty in getting their money 90 days and 120 days. 

General THurMan. Yes, sir. 

Mr. Horirrecp. And when I saw this one-half of 1 percent discount 
for cash in 10 days, it was hard for me to swallow that thing. 

General Tourman. Well, we are required to give expeditious proc- 
essing to those cases. 

We have regulation on the subject, and it is a provision in the in- 
vitation for bids. Mr. Poe, would you read it? 

Mr. Por. Sir, the clause that controls this reads this way, sir. 

Prompt payment discounts will be included in the evaluation of bids provided 
the period of the offered discount is sufficient to permit payment within such 


period in the regular course of business under the delivery, inspection, and 
payment provisions of the invitation for bid. 


Mr. Hotirterp. And you are telling this committee that 10 days 
is long enough for you to do that? 

Mr. Por. Yes, sir. 

General THurMAN. Sir, we can move if we have to. [Laughter.] 

Mr. Houtrterp. I am glad to know that. I may want to hold you 
to that in some future case I may have, General. 

General THurmay. Sir, if a man has offered the Government a dis- 
count for prompt payment, we will certainly try awfully hard to earn 
it. 

Mr. Houirrevp. I will pass that point. 

Now, there is another point I wanted to bring up. 

Mr. Por. Mr. Chairman, may I make one point here: Back when 
the prices of wool were fluctuating, we received a bid—we opened bids 
at 11 o’clock, and it was for acceptance by 12 o’clock, and it was 
geared to this prompt-payment discount here, if it were accepted 
within that time. : 

Now, we could not possibly operate within such a time, and they 
geared their discounts to the immediate acceptance so they could 
take advantage of options in the wool market. 

Now, suppose one were to submit a bid of 1-percent payment in 
1 day. We could not consider that in the evaluation of the bids. 

It is an impossibility, but anything 10 days or more must be con- 
sidered in the evaluation of bids, and we do, as a normal course of 
business, sir. 

Mr. Ho.trterp. I am glad to hear that you have such an efficient 
billing organization. 

Now, one other point I wanted to bring out. 

General Touran. I can tell that this is going to hurt me at some 
time in the future. [Laughter. ] 

Mr. Hottrtetp. Had you finished ? 

Mr. Lirscoms. I just wanted to determine if it is the policy on a 
bid that states a discount, whether that is always taken into con- 
sideration, as in this case. 

General THurman. Unless the period is so short as to be obviously 
inpractical. 

Mr. Liescoms. Well, would you figure something under 10 days as 
impracticable ? 

General THurman. Well, we would certainly consider one to be 
impracticable. As you get closer to 10—Mr. Poe, do you know what 
the practice is in that respect to a minimum ? 
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Mr. Por. The practice is to be very questionable if it is less than 
10 days. Ten days is just about our floor, sir. We just could not 
operate, I do not believe, in less than 10 days. 

Mr. Lirscoms. When a bid comes in and it shows a discount, you 
deduct that discount to get the floor of the bid? 

General THurMAN. Yes, sir. 

Mr. Por. It is mandatory, sir. 

Mr. Ho.irrevp. Just one question on this price differential: We 
notice that P. & J. had a price of $20.38, and Polan had a price of 
$20.45, subsequently eedanil to $20.35. Does the closeness there within 
a few cents have any significance from the standpoint of probable 
agreement between Weatherhead, Polan, and P. & J. to come within 
a few cents of each other on a bid of this type on an unknown article, 
an article which none of them had made before? And does that 
seem irregular to you ? 

General THurman. Sir, it is something that had not seemed so, 
stated this way as a speculative possibility; it is a speculative possi- 
bility. 

Mr. Rosack. Mr. Chairman, may I ask a question ? 

Mr. Ho.trte.p. It seems unusual to this committee that these three 
bids are within a few cents of each other, and on a product, par- 
ticularly when we—— 

General Touran. Sir, that is not infrequent. 

Mr. Hotirtecp. Particularly when we know, for instance, on later 
bids the same companies have bid $65, $70 for articles along this 
line. 

General TrurMANn. Well, it is not infrequent in this kind of a situa- 
tion, Mr. Chairman. You must remember that the advertised bid had 
been publicly opened, and the price of Weatherhead was a matter of 
public knowledge. 

Now, our regulations on the subject to the general effect that we 
cannot pay more than the advertised price are also a matter of public 
mowiilas. Our instructions are available for buying at the Gov- 
ernment Printing Office. 

Now, it not infrequently happens when that situation obtains that 
we will get a lot of bids grouped very close together, and very little 
under the advertised bid because everybody wants to shave his price 
by just enough, but not too much. 

So this is not infrequent in the least. 

Mr. Por. And, Mr. Chairman, it is for this reason that there was 
the change in the DOD directive requiring the bidders must be within 
120 percent on the nonreserve portion to prevent them from having 
outrageous prices, and still be eligible for consideration on a reserve 
portion. 

This was the thinking behind the change in the directive, because 
under the old operation they could submit a bid that is a thousand 
percent out of line and still be eligible for negotiation on the reserve 
portion. 

Mr. Rosack. I thought you said you could not make any award 
above the advertised price? c 

Mr. Por. That is true, sir, but the change in the thinking of the 
DOD directive was to keep these people who did not appreciate what 
the difficulty of manufacture, what the price should be, to keep them 
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out literally of any opportunity of negotiating on a nonreserve por- 
tion. 

General Tuurman. This is a question of who will get a crack at it, 
not who will get the award. 

Mr. Rosack. I would like to ask this question: Would there be a 
question of fraud or collusion if Polan had come to an understand- 
ing with Weatherhead before they submitted their bid as to subcon- 
tracting, in whole or in part ? 

General Tuurman. Sir, I think that should be answered by our 
lawyers. 

Mr. Rosack. Is there anyone here in a position to answer? 

General TaHurman. I am afraid Mr. Wesselink has left. 

Mr. Ropack. Do you have any determination to make in the con- 
sideration of this contract whether there is fraud or collusion ? 

Mr. Poe. Sir, we have a requirement or a regulation that when we 
are suspicious of fraud or collusion that it will be reported immedi- 
ately to the Attorney General. 

Mr. Ropack. Are you suspicious of fraud or collusion ? 

Mr. Por. I have not been, sir, in this procurement in any way. 

Mr. Rogack. Has the Air Force inspectorate made any investiga- 
tion ? 

Mr. Por. I do not think so. 

Mr. Rogzack. Does it have any occasion to, as you understand it? 

Mr. Por. No. 

General THurmMan. Not unless we would request it, I think. 

Mr. Ropsack. Well, aside from the legal problem, on the face of it 
would it indicate fraud or collusion if they had come to an under- 
standing before they submitted a 1-cent lower bid that they had 
agreed to give all the business to Weatherhead? This is not holding 
you to a legal opinion. 

General Tuurman. Sir, I do not see how you could escape the legal 
implications of that question, and I must decline to answer it. 

Mr. Rosack. Mr. Chairman, if I might ask, is it proper to request 
a legal opinion on the subject through channels when they have time 
to study it? 

General THurman. Sir, I would hope that you would not ask us 
to because we are talking about a hypothetical situation. 

Mr. Rozsack. This goes to the problem, General Thurman, as to 
whether and under what conditions, you approve a subcontract. 

General THurman. We have got a problem on our hands, that is 
clear. We have got to try to arrive at a resolution of that problem. 

Mr. Hottrrerp. Well, this committee does not want to increase your 
burden. We are not having you here for the purpose of harassing 
you or increasing your burden. We are interested in this procure- 
ment, as you know, dating from several months back when certain 
things occurred which caused us to take an interest in it, which ended 
in the courts, and in which unethical people tried to impose them- 
selves from outside into this field, so I would take this question under 
advisement; I would not press for an answer to that right now, 
General Thurman. 

General Tourman. All right, sir. 

Mr. Hottrrevp. Mr. Lipscomb now wants to take up one more 
point. 





RN ae 


eT TNT temeetis 1E y pete 


re ane 


mARweRe 


Tee RRR be ore 





RASEOR I 


- eT 


AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 101 


Mr. Liescoms. General, I am interested in the circumstances sur- 
rounding this revised bid by the Polan people on December 7, 1955. 
Is that usual procedure or how did that come about ? 

General Tuurman. I do not know whether it is usual procedure or 
not, Mr. Lipscomb. I will tell you exactly what happened in that 
case because I made the decision personally that we would accept it. 

We not infrequently get a late low bid situation in negotiated con- 
tracts where a previously high bidder comes in and files a low bid, 
lower than anyone else. 


At that point, we normally go back to everybody and say, “Do you 
want to quote again on this?” 


We do not tell them the price we have got, but we say, “Do you 
want to decrease your bid?” 

In this situation Polan was the low bidder, they did not know it, 
of course. They came back and offered to reduce their price. 

The question was put to me, do we accept it, and I said “Yes, we 
do accept it,” because I cannot take the responsibility of saying the 
Government will pay more money than the contractor had expressed 
a willingness to give. 

But I would like to make it abundantly clear that they were low 
bidder before they reduced their bid. I am quite sure if they had 
known it they would not have reduced it. I am speculating, of 
course, in saying that. 

Mr. Liescoms. I would like to ask Mr. Hoffman, was this letter 
discussed with you when you were at the Polan plant on December 6? 

Mr. Horrman. Which letter is that, sir. 

Mr. Lirscoms. The letter that they wrote to the—who was it at 
the AMC reducing their bid ? 


General THurMan. They did not write a letter, sir; they called on 
the telephone. 
Colonel Wirson. I think they confirmed it by letter. 


General THurman. I am sorry; they subsequently confirmed it by 
letter? I did not know that. 


Mr. Horrman. I think that was done after I did the survey. 

Mr. Lirscoms. You were there on December 6, 1955 ? 

Mr. Horrman. That is right. 

Mr. Lrescoms. Their letter is dated December 7, 1955. 

General Tuurman. May I ask Mr. Gabel a question? 
know on what date the telephone call came in ? 

Mr. Gaset. I believe the telephone call came in on either December 
the—around December 6, I think. 


General THurman. It is probable, Mr. Lipscomb, that it came in 
before. 


Mr. Gaset. It is possible. 

General TuHurman. Before the facility capability team came in, 
because normally that is a symptom that the company is a low bidder. 

Mr. Morcan. General Thurman, I would like to insert a comment 
here—this is in relation to Mr. Lipscomb’s question. 

On our visit, Mr. Eckhart and myself, to AMC in February, we 
ran across this letter of December 7, 1955, in the file, and we asked 
Mr. Gabel and Major Singer to explain it, and they told us that this 
letter was the basis for the reduction in their bid. In looking over 


the letter we noted that there was no stamp as to time or date received 
on the letter. 


Do you 
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The explanation given to us by Mr. Gabel and Mr. Singer was 
that this was hand carried into the AMC office, so we asked that the 
visitor’s roster be checked to verify the date that this was delivered. 

They had that done, and there was no indication on the sign-in 
roster or register that there had been anyone from Polan Industries 
at AMC on December 7 or the day following, December 8, 1955. 

No mention was made of any telephone conversation between 
Polan and the people at AMC, and now two months later your people 
out there, Mr. Gabel and others, suddenly recall a telephone conver- 
sation on this. 

I am wondering why this was not brought to our attention at the 
time we were there. 

General TuHurman. May I check my recollection? I could be 
wrong. 

Colonel Wirson. I came to you, sir, and you and I talked about 
this, at the time that the information was given to me, and as far as 
the date, I do not know whether it was the 5th, 6th, 7th, or what 
date, but at the time the telephone call came in I went to General 
Thurman and told him of this information. 

bot Morean. Well, is the telephone call sufficient for you to change 
a bid ? 

Colonel Witson. Yes. 

General TuurMan. It is confirmed, certainly. 

We might have had some question about what to do if Polan had 
not been the low bidder, but being low bidder I felt that I would be 
derelict in my responsibility if I did not accept their reduction, and 
I still feel that way. 

Mr. Morean. But there was no problem here of taking advantage 
of this one-half of 1 percent discount. You felt sure that that could 
be accomplished within 10 days, otherwise they would not have been 
low bidder on their original quote? 

General THurman. It had not seemed a problem to us because we 
have that in other cases. 

Now, I am quite sure we could find a case where we had made an 
award on that basis and then failed to make payment in time to get 
the discount. 

I imagine such a case would be found, but we normally are able 
to do it. 

Colonel Wison. This is spelled out right in the contract, and 
Finance people have this copy of the contract against which they 
make the billing. They know the requirement of meeting this addi- 
tional payment. 

Mr. Lirscoms. Did Polan have any way of knowing what the bids 
were ? 

General THurMan. No, sir. 

Mr. Lirscoms. And their only indication that they were being con- 
sidered would be the arrival of the FCR team ? 

General THurman. Yes, sir; that would be the tipoff. It is gen- 
erally considered as a tipoff, and it is, as a practical matter. 

We cannot make an award without satisfying ourselves or attempt- 
ing to that these people are wy Poe of producing, and if we send an 
FCR team, the implication is clear that there is some reason for send- 
ing the team, and we normally send it to the low bidder, and that is 
known. 
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Mr. Lirscoms. You have no reason to believe that they changed 
their bid because of this one-half of 1 percent, which just happens 
to work out? 

Colonel Wiison. They included that in their lowered priced, too. 

General TuHurmaNn. | do not know, sir. That would be trying to 
probe into the mind of the people who made the decision, but that 
was included in their revised bid. 

Colonel Witson. They continued that. They just did not give us 
another 10-cent lower price, but they continued the one-half of 1 per- 
cent. 

Mr. Lirscoms. Was there any obligation on the part of the Air 
Force to notify the other 2 lowest bidders or the next 2 low bidders on 
this change ? 

Colonel Wiison. No, sir. 

Mr. Por. No, sir. 

General Tuurman. If Polan had not been the lowest bidder prior 
to that time, we would have had a problem on our hands. 

Mr. Rosackx. What would have happened if Polan and all the rest 
were above Weatherhead ? 

Colonel Witson. We would have had to go out again. 

General THurmMan. Weatherhead did not bid on this, and was not 
permitted to bid. 

Mr. Rosack. I understand, but suppose all prices were above 
Weatherhead, who would have gotten the award ? 

General THurmMaANn. Would you answer that, Mr. Poe? 

Mr. Por. I would answer that this way, sir: Your question is di- 
rected to the solicitation for the set-aside portion ? 

Mr. Rosack. Obviously. 

Mr. Por. If Polan, who was the lowest bidder, was still higher 
than the Weatherhead bid, my opinion is that Polan would be given 
the opportunity of meeting the Weatherhead price. 

Mr. Rosuck. Now, in effect, that is what he did, is it not ? 

Mr. Por. He bettered the Weatherhead price. 

General THurMAN. No, sir; his original bid was below the Weath- 
erhead price. It was already below. 

Mr. Por. It was already below, sir. 

Mr. Rorsack. His original bid? 

General THurman. And the only requirement is to meet it. 

Mr. Por. The requirement is we cannot pay an increased price. 

Mr. Rozack. That included the set-aside ? 

Mr. Por. Yes, sir. 

Mr. Hotirretp. There is one further point I wish to question you 
on. 

In your statement, and I am sorry we did not get to go through 
this question by question—I am sorry we did not go through it that 
way—but I think we pretty well covered it, anyway—in reply to 
question No. 9 your answer is: : 


If one concern is given an opportunity to revise its quotation, others who are 
within a competitive price range and capable of meeting requirements are given 
an equal opportunity. 

Now, I ask you if after this revision, this 10-cent reduction in price, 
which Polan offered, which put him at $2.35, leaving P & J at 
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excuse me, $2 $20.35, and leaving P & J at $20.38, if the other low bid- 
ders were given a chance for negotiation of their price ? 

General Tuurman. Mr. Chairman, I do not think that quotation 
which you read is too well phrased, because it was directed to the situa- 
tion I mentioned a while ago where a man who previously had not 
been the low bidder comes in with a new bid which is low, and we 
then go back and allow everybody to resubmit. Where the man who 
is the low bidder further reduces his price, we do not. 

Mr. Ho.trtep. I see. 

General THurmMan. I am glad you raised that point because that is 
not too well phrased. 

Mr. Hottrrerp. Yes. 

Are there further questions, Mr. Lipscomb ? 

Mr. Lirscoms. No, sir. 

Mr. Ecxuarrt. I would like to direct one question to Mr. Poe, and I 
am going to relate my discussion to the Deputy Administrator of the 
Small Business Administration who indicated to me, in discussions 
last week, that several instances, not a great number had been brought 
to his attention on this subject of small business getting contracts and 
then subcontracting the major portion of it to ‘big business and, in 
effect, acting as a broker or as an agent. 

He indicated to me that this was going to be placed on the agenda 
for discussion with the representatives of small business in the three 
military establishments together with the DOD representative. 

Now, in view of what you have told this committee, Mr. Poe, what 
do you think is the probability of those people coming up with a 
recommendation that small business would like to see in your pro- 
curement instructions, to wit, that small business, when they are 
awarded a contract, cannot subcontract a major portion of that to big 
business ¢ 

Mr. Por. Well, sir, your question is one that demands a personal 
answer; I cannot give you an official answer. 

Mr. Ecxnarr. Well, I am directing this to the other personal an- 
swer you gave. 

Mr. Por. Yes, sir; that is the reason I made this comment. 

The Air Force representative in such a negotiation as to a change 
of policy directive, in all probability will be our Mr. Ken Wedell. 
I cannot speak for Mr. Wedell, obviously, but if I were to represent 
the Air Force, the Air Force with other ‘departments, and with the 
SBA, I would take the position, sir, that we should not prohibit small 
business from subcontrac ting; we should not prohibit it. 

Mr. Ecxuart. And you feel this is consistent with the intent of 
Congress as expressed in the Small Business Act? 

Mr. Por. As I expressed a while ago, sir, I do think it is within 
the intent of Congress. Now, I am not one to speak for the Congress, 
sir; it is my personal opinion. 

Mr. Horirterp. Mr. Poe, I will not speak for the Congress either; 
there are 434 members. 

Mr. Morean. Colonel Wilson, we are correct, are we not, in “ 
statement that P & J was not negotiated with and no attempt Ww 
made to negotiate with P & J? 

Colonel Wirson. That is correct. 
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Mr. Morcan. Can you give us your interpretation on Air Force 
3~-705.11, which is on the subject of estimated profit? Can you give 
me your interpretation, under (c) ofthat? Itsays: 


Estimated profit should be negotiated for the individual procurement. 


I notice in the cost and price analysis—first, I would like to have 
your interpretation of what that means. 

Colonel Wixson. I am afraid I am not familiar with the statement, 
sir. 

Mr. Morcan. On a negotiated contract. You are not familiar with 
that procurement instruction ? 

Colonel Witson. Not as such. 

Mr. Morean. General Thurman? 

General TuHurman. I would be glad to take a crack at it. In the 
first place, from a dollars standpoint, most of our dollars are spent in 
contracts where we do not have competition or we do not have effec- 
tive competition, and the particular passage that you read is directed 
essentially to that. 

But to try to answer the real substance of your question, as I under- 
stand it, we try in all of our procurement to get some price analysis. 

In some cases we are able to get excellent price analysis, and the best 
price analysis we can get is competitive procurement. 

In those cases where we cannot get full and free competition, we 
turn to other means of price analysis. 

But, where we have got a great number of bids, as we had here, I 
think in the second case it was 16, was it not 

Colonel Witson. Sixteen replied, sir. 

General THurMAN. Sixteen replies, and we have shown here a com- 
petitive grouping. The technique of comparative price analysis is 
much better than any attempt to break down the elements of cost and 
profit, and we feel in such a situation that we have observed not only 
the letter but the spirit of the laws governing procurement when we 
make awards to the lowest bidder under those circumstances, namely, 
where we have had full and free competition, and competition has 
demonstrated the validity of the price. 

Mr. Morcan. But the contracting officer or the buyer still has the 
prerogative of attempting to negotiate further ? 

General THurMAN. Yes, sir. 

Colonel Wiison. Definitely. 


Mr. Morean. On any set-aside contract or any negotiated contract? 

General THurman. If he has any question whether any reasonable 
price has been arrived at, he has authority to negotiate further. 

Mr. Morcan. Was any comparison made of the cost and price analy- 
sis form submitted by Polan and P. & J.? 


General TourmaNn, I think Mr. Gabel will have to answer that. 

Mr. Morean. Mr. Gabel? 

Mr. Gapet. No; we did not make a comparison to that extent. We 
checked over it, but Polan was the lowest bidder. 

Mr. Morean. And, on the basis of negotiation, you felt that it was 
not necessary to negotiate with other bidders? 

Mr. Gasew. Yes, sir. 
_ Mr. Morean. A short while ago you said that there would be an 
increased cost of $23,000 if Weatherhead was ruled out on a negative 
FCR. I would like to call your attention to the estimate of profits 
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on these two forms: Polan was the low bidder and was estimating a 
profit of only 4 percent, or 76 cents; P. & J., which was only 3 cents 
higher in their original proposal, was estimating a net profit of $2, or 
approximately 10 percent. 

You do not feel that this area here of $1.24 would be a sufficient 
area to try to negotiate and save a few thousand dollars? 

Mr. Gasew. I felt the number of bids was adequate RE, 
and I felt the price was such that we could award it to Polan. It 
is true in many instances that one company will operate more effi- 
ciently than another, whether they will show a higher profit rate 
or not, and yet the price may be more or less. 

Mr. Morean. But in this case Polan had no experience in the 
rocket-launcher business, had they ? 

Mr. Gapet. None. 

Mr. Morgan. Prior to this. Do you know what P. & J. Engineer- 
ing experience had been prior to this time? 

Mr. Gazer. From the information I had learned, they had no 
previous experience. 

Mr. Morgan. You did not know that they were in the tooling 
business ? 

Mr. Gaset. I do not know. 

Mr. Morgan. And had manufactured some of the tooling for some 
of the previous contractors on this? 

Mr. Gaser. That I did not know. 

Mr. Morcan. You did not try to find out? 

Mr. Gazseu. No; I did not. 

Colonel Wixson. This actually would only have been learned, sir, 
if an FCR had gone out on that. 

Mr. Stamer. Sir, I would like to add they bid around $70 on the 
advertising portion, so not too much credence could be put into their 
cost breakdown as such. 

Mr. Gasext. Yes. They dropped from 

Mr. Morcan. What was Polan’s bid on the first unreserved portion ? 

Mr. Stamer. $26.23. 

Mr. Morean. So they reduced theirs by $6? 

Mr. Sitamer. Yes, sir. 

Mr. Morgan. If circumstances had been changed, I am wondering 
how you would have reacted to Weatherhead—the committee is aware 
of a proposal that Weatherhead made on a recent procurement by the 
Navy on rocket launchers in which they bid almost double the amount 
of the low bidder or approximately $80 higher than the low bidder. 
If that had been the case, if they had bid on that prior to this, then 
you may not have placed as much faith in their cost breakdown either 
then, according to what you have said. 

Colonel Wizson. That very well could be the case. 

Mr. Gaset. We were not aware of that price then. 

Mr. Hottrmeip. General Thurman, we will accept your prepared 
answers to our questions as part of the record. We meant no dis- 
courtesy by not letting you go through them one at a time, but we had 
these particular points we wanted to go through, and this will be 
accepted as part of the record, and we will study them and we will 
reserve the right to address a letter to you on any of the points which 
may come up in regard to your answers to those questions that we have 
not discussed in the hearings. 
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(The document referred to follows :) 


STATEMENT oF Bric. Gen. W. T. THURMAN, Deputy Director, PROCUREMENT, 
HEADQUARTERS, AIR MATERIEL COMMAND 


By letter dated April 25, 1956, the chairman of this committee made a request 
of the commander, Air Materiel Command, to review progress which has been 
made on two contracts for rocket launchers which have been awarded by the 
Air Force to the Weatherhead Corp. and Polan Industries, Inc., respectively. 
In order to provide a basis for such discussion that the committee may desire, 
I would like to relate the occurrences in connection with these two contracts. 

A purchase request was received in January 1954 for approximately 400,000 
MA-1 rocket launchers. These launchers were based on an original Navy 
development. Solicitation was made for procurement of 100,000 MA-1 rocket 
launchers in the anticipation that the remaining quantity on the purchase 
request could, when we received specifications and drawings, be placed on an 
advertised basis. Out of this solicitation grew a contract with Century In- 
dustries for 100,000 MA-3 rocket launchers, which was an improved version 
of the MA-1. Under this contract the Air Force also acquired drawings and 
data which could be used as the basis for competitive procurement. 

In July 1955, a joint determination was made to split the remaining quantity 
of approximately 300,000 to advertise the first portion and the second portion 
to be awarded to a small-business concern. Following this determination, in- 
vitations for bid were sent to a large number of potential bidders interested 
in this type of material, taken from the source list. Bids were received from 
40 potential contractors. The low bidder was deemed nonresponsive and the 
next low bidder was Weatherhead Corp. : 

In accordance with our normal practice, a facility capability report was 
requested of the Cleveland Air Procurement District. Within a short time a 
negative FCR was received. The FCR was negative based on two factors, 
namely schedules of preproduction samples and materials. Because of the 
fact that the production phase of the contract was considered by the air pro- 
curement district to be adequate, it was determined that a special survey team 
would be sent out from Headquarters Air Materiel Command to determine 
whether the difficulties recited with respect to the preproduction samples could 
be resolved. The survey team found that the material aspect could be sub- 
stantially shortened in delivery time and that the testing could be either ex- 
pedited and in some cases shortened which tended to mitigate the difficulties 
covered by the negative FCR consequently the contract was awarded to 
Weatherhead Corp. on November 8, 1955. 

The contract calls for submission of 20 preproduction samples to be sub- 
mitted, accompanied by a test report, within 120 days from date of award. This 
would call for the items and report on March 7, 1956. Weatherhead submitted 
10 samples to the Wyle Laboratories toward the end of January 1956. Ten 
samples partially tested were received by the Air Force Armament Center at 
Eglin Air Force Base the 8th of March. Ten untested samples were also re- 
ceived by the armament center the same date. The test report submitted to 
AFAC was incomplete because all of the tests were not conducted and those 
conducted showed failures in humidity, temperature, and vibration testing. 
The contractor was aware of the failures and a second batch of 10 samples was 
submitted to Wyle Laboratories on the 15th of April. A third batch of 11 
samples was sent to Wyle Laboratories on the 27th of April, air freight. This 
last submission started test in the Wyle Laboratories on the 30th of April. 
To date no reports have been received by the Air Force on either of these two 


batches. The contractor thus has not met the required schedule for preproduc- 
tion items. 


Following the placement of the Weatherhead contract, it was then possible to 
start awarding the portion set aside for small business. In November 1955, 
requests for proposals were sent to all small business concerns who had re- 
sponded to the invitation for bid. Proposals were received and upon evalua- 
tion, it was found that the Polan Industries, Inc., were the low bidder. Again, 
following our usual procedure, a facility capability report was requested of the 
Dayton Air Procurement District, from whom we received a favorable FCR 
— The contract was received by Polan Industries on the 23d of December 
945 

The contract specified that 20 preproduction samples and test reports were to 


be forwarded to the Air Force within 120 days of the date of the receipt of the 
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eontract. The submission of the samples and the report was thereby due on the 
2ist of April 1956. A batch of 10 samples was sent to Wyle Laboratories on the 
7th of April 1956 by Weatherhead Corp. for Polan Industries. We have been 
informally advised that they have failed the test in the same particulars as the 
Weatherhead articles but no report has been received by the Air Force. There 
have been no samples submitted to Wyle Laboratories by Polan Industries other 
than those mentioned above. Ten samples were submitted by Polan Industries 
to the Air Force Armament Center on the 21st of April for test to be conducted 
by that center. This contractor also has not met the required schedule for pre- 
production items. 

In Polan Industries’ proposal the statement was made that approximately 
22 percent of the total contract price would be subcontracted. Subsequent to 
the placement of the contract, Polan Industries and Weatherhead Corp. have 
made an agreement which will in effect increase the amount of subcontracting 
to approximately 60 percent of the total contract price. This arrangement has 
been submitted to the Air Force for its approval as to source, which is the only 
approval required under the contract. 

Certain questions have been raised by the committee staff with respect to these 
procurements. Because they indicate the interest of the committee and many of 
them involve policies of the Air Force and the Department of Defense, I would 
like to provide answers to the committee to those questions at this time. 


Question No. 1 


On what basis did the Air Force believe that with 3 weeks of lead time for 
delivery of paper tubes and the minimum of 60 days for testing Weatherhead 
could produce the 20 preproduction samples and successfully test 10 within the 
required 120 days? 

When the original FCR was made by the APD it was determined that the 
long lead time items such as paper tubes would require from 8 to 10 weeks 
for delivery to Weatherhead. At the time of the Air Materiel Command survey 
team visit to the plant this lead time had been reduced by the contractor 
through additional contacts with suppliers to approximately 3 weeks. The 
lead time for the paper tubes was verified during the visit. 

Originally the contractor had received information from the Wyle Labs that 
60 calendar days would be required for the testing of the sample rocket launch- 
ers. This plan contemplated 45 days for testing on a 5-day-per-week basis and 
included 10 days required for notification prior to beginning of tests by Wyle. 
Subsequent to the FCR the Weatherhead Co. sent a representative to the labora- 
tory and negotiated for an around-the-clock, Saturday and Sunday continuous 
test program with only a 3-day notification prior to the beginning of testing. 

These actions were estimated to reduce the testing program from 60 days to 
approximately 30 days. 

It was disclosed that Weatherhead had instituted a detailed procedure to ex- 
pedite deliveries from vendors and subcontractors to shorten the time required 
to produce the test samples to a minimum. 

In view of the information furnished by Weatherhead to the team it was 
determined that sufficient timesaving factors had been introduced into the pro- 
gram to permit the delivery of the 10 tested items and the report, plus 10 un- 
tested items, to the Air Force within 100 days from contract award with 20 days 
available for preduction contingencies. 


Question No. 2 


What was Colonel Wilson’s, Colonel Graalman’s and Mr. Slamer’s basis for 
predicting that on October 31 the negative FCR would be superseded by an af- 
firmative FCR? Subcommittee is curious about the propriety of the instruc- 
tions given to Major Shoemaker that he reconsider the negative FCR and fur- 
nish affirmative answers to questions 1c and 1d of the FCR. 

Verbal information came from the CAPD that the FCR on Weatherhead 
would be negative. Policy prescribes that a negative FCR must go through the 
responsible air materiel area headquarters. Colonel Wilson was informed of 
this negative FCR and called Colonel Graalman for two reasons: (1) to expedite 
the FCR and (2) to ask that this FCR be well scrutinized. A subsequent call 
from Colonel Graalman indicated that from the information he had that the 
FCR portion which was negative could possibly be reversed, however, full con- 
currence could not be given by him until he had the complete file on the case. 
When the information reached him and was analyzed the determination was 
made to support the CAPD position. 
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Instructions were not issued to Major Shoemaker to reconsider the negative 
FCR. It was suggested to him that the negative be reconsidered in light of the 
new facts brought out by the team visit to the Weatherhead plant. 


Question No. 3 


Subcommittee wants to know the rationale upon which the conclusion was 
predicted by Mr. Rush that a resurvey was not necessary and also who requested 
the overriding of the negative FCR dated October 29, 1955. (This was based 
on DF to MCPEA—-M from MCPR dated November 7, 1955.) 

The Weatherhead plans for (a) procuring vendor and subcontracts items, (0b) 
production and (c) testing were examined in detail by the team, including the 
representative of the APD. The team was of the opinion that a resurvey of the 
company would serve no useful purpose in view of the new facts obtained and 
would result in unnecessary delay in the placement of the contract. Colonel 
Wilson, chief of the buying division, requested the negative FCR override. 
Question No. 4 

Did General Mitchell’s instructions to the buyer indicate that Lieutenant 
Kirkpatrick did not concur in the Rush trip report? 

Lieutenant Kirkpatrick did not disagree with the recommendations in the trip 
report. 

Lieutenant Kirkpatrick was not asked to concur or coordinate on Mr. Rush’s 
trip report. At the time the report was prepared, he was on temporary duty 
away from Wright-Patterson AFB. He was and is, however, in agreement with 
the Rush report. 


Question No. 5 


Is it to be concluded that General Mitchell was accepting the “Rush” recom- 
mendation that the negative FCR was to be overridden? 

General Mitchell accepted the recommendation contained in the trip report as 
the basis for overriding the negative FCR. 


Question No. 6 


Is it to be concluded that the local APD negative FCR was to be disregarded ? 

It is not to be concluded that the local APD negative FCR was to be disre- 
garded. Each negative item in the FCR was considered by the team. The FCR 
was overridden only on the basis that the AMC team survey indicated that the 
company’s time phasing of the preproduction plan was feasible and possible of 
accomplishment within the delivery schedule requirements of the contract. 


Question No. 7 


Is it a normal procedure to have AMC personnel override local APD recom- 
mendations and on what basis are they deemed more qualified to do so? 

It is not the normal procedure to have AMC personnel override local APD 
recommendations. Buyers are permitted to request authority to place procure- 
ments when negative FCR’s have been received if, in their opinion, it would be 
advantageous to the program. In these cases AMC personnel are requested to 
make recommendations to resolve differences between the buying activities and 
the field activities having responsibility for production surveillance. These 
recommendations are made to the production staff of AMC after evaluation of 
all available facts and taking into consideration the urgency of the procurement. 

It is not considered that personnel of Headquarters, AMC, are more qualified 
per se, however, being in a staff position these personnel are required to settle 
points of difference between elements of the procurement and production teams. 


Question No. 8 


Were the bidders on the RFP officially notified that they would have to mect 
or better Weatherhead’s price? (This is on the set-aside portion.) Were they 
unofficially notified ? 

The bidders on the RFP set-aside for Small Business were never, officially or 
unofficially, notified that they would have to meet or better Weatherhead’s price. 
However, at the bid opening of the advertised portion and subsequently the 
award being made, the successful bid price was known to all bidders. Bidders 
were not notified of any price limitation in order that the AF might receive even 
more favorable terms than on the advertised portion. 


Question No. 9 


What is the Air Force policy in calling in proposers for negotiation? Are the 
Ist, 2d, 3d, 4th, 5th, or 6th called in to negotiate individually? 
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The basic objective of negotiation is to secure the desired supplies or services, 
of the quality and at the time and place needed at a fair and reasonable price. 
Price quotations, supported by statements and analyses of estimated costs or 
other evidence of reasonable prices and other vital matters deemed necessary 
by the contracting officer, are solicited from qualified sources of supplies or 
services. When full and free competition is found to be present and satisfied, 
and the low proposer’s price is deemed to be fair and reasonable, contracting 
officers do not negotiate but are not precluded from doing so. Whenever there 
is a question as to the existence of full and free competition, the contracting 
officer in the exercise of judgment is at liberty to conduct further negotiations 
with any or all of the concerns submitting proposals. If one concern is given 
an opportunity to revise its quotation, others who are within a competitive price 
range and capable of meeting requirements are given an equal opportunity. 


Question No. 10 


Did the AF know at the time of the firming of the contract with Polan that 
Polan might subcontract a major portion of the contract? 

The AF did not know at the time of placing the contract with Polan that they 
might subcontract a major portion thereof. However, when the FCR was re- 
ceived from the Dayton Air Procurement District it stated that approximately 
22 percent would be subcontracted. This percentage figure was also stated in 
the contractor’s proposal. 


Question No. 11 


Was it known that Polan was anticipating this subcontracting to Weatherhead? 

It was not known to WPAFSB personnel that Polan contemplated any sub- 
eontracting to Weatherhead. Subsequént information from the Dayton APD 
shows that Polan intended to subcontract only the fore and aft bulkheads to 
Weatherhead because Weatherhead was in possession of the dies and tooling 
necessary to produce this part. 


Question No. 12 


What is small business policy concerning awards to small business bidders 
who subcontract the set-aside small business portion of procurements to non- 
small-business firms? 

There is no Department of Defense or Air Force policy covering subcontract- 
ing to non-small-business concerns. However, the question has been considered 
from time to time. We have concluded that the prohibition of such subcontracting 
would, in many instances, discriminate against small business concerns, especially 
jobbers, distributors, fabricators, assemblers, and the like. Further, in some con- 
tracts, materials and purchase parts must be bought from large business concerns 
and these might constitute a high percentage of the contract dollar value. It is 
believed that a policy prohibiting subcontracting to large business concerns would 
not be in the interest of the Government or small business. 


Question No. 13 


What control has the Air Force over such subcontracts as appear in the case 
here? (Polan subcontracting to Weatherhead—a large business?) 

On fixed price contracts the only control that the Air Force maintains over 
subcontracting is the administrative approval of subcontractors as to sources 
(debarred bidders). 


Question No. 14 


Explain discrepancy between $20.45 unit price as shown by Polan on the DD 633 
and the $20.35 shown on the contract. 

The $20.35 price of Polan’s came about through a telephone call from that 
company offering a voluntary reduction from their initial bid of $20.45. There 
was no AF solicitation for price reduction on this matter. 


Question No. 15 


P. & J. Co. were shown to have proposed a unit price of $20.38. Did the AF 
negotiate with P. & J. Co.? If not, why not? 

The AF did not negotiate with the P. & J. Co., the reason being they were not 
the low bidder. Prices were obtained competitively from a substantial number 
of bidders. 

Polan’s price was officially submitted as $20.45 less one-half of 1 percent cash 
discount, which then becomes $20.35. Subsequently the price was voluntarily 
reduced by Polan to $20.35 still less one-half of 1 percent cash discount, which 


resulted in a price of $20.25. 
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Question No. 16 


Under what circumstances would the AF invoke the default clause under the 
Weatherhead and Polan contracts? Are there any plans to invoke such default 
clause in these 2 contracts now? If not, what are the reasons? 

The AF has not invoked the default clause. 

At this time and under the existing circumstances the AF is not contemplating 
default action. 

The reasons such default action is not presently contemplated are: 

(a) Both contractors are earnestly striving to solve the production problems 
they are encountering. 

(b) Initial production of a new item frequently introduces problem areas of 
this nature and the AF and the contractor endeavor to work these problems out 
together. 


Question No. 17 


Is there a price redetermination clause in the contracts and if so, what type 
redetermination clause do they contain? 

Both Weatherhead and Polan contracts are straight fixed-price contracts and 
not redeterminable. 


Question No. 18 


Is the AF considering it to be necessary to redetermine the originally contracted 
unit price? 

The AF does not consider that it be necessary to redetermine the originally 
contracted unit price of either contractor. Widespread competition was secured 
on both the advertised and set-aside portions of this procurement, and placed 
straight fixed-price contracts with the low bidders in each case. 


Question No. 19 


What were the requirements with respect to delivery for Weatherhead and 
Polan launchers? For what aircraft were they intended; where were they to be 
delivered ; what Air Force bases and by what dates? 

The requirements for delivery of launchers from Weatherhead and Polan were, 
as in the previous contract, to be stockpiled for M-day purposes. The satisfac- 
tion of this requirement should be met as soon as possible. The requirement 
aoe the total should have been satisfied by the 3d quarter of fiscal year 

These launchers are to be used on all aircraft with HVAR capability. (Such as 
F-84, F—86, B—57.) 

These launchers are being stockpiled at the bases where the aircraft with 


HVAR capability are based. Much of the present stock is now at overseas 
bases. 


Question No. 20 


Have the Century Industries MA-3 launchers passed the necessary tests, both 
laboratory and firing? Generally, is it a good launcher? 

Based on official Air Force test reports, namely Air Force armament center func- 
tional suitability test report and the air proving ground command operational 
suitability test report, the only shortcoming of the Century Industries MA-3 
rocket launcher was failure of the front (nose) fairings at aircraft speeds above 
Mach 0.8. Based on these tests, the Century Industries launcher design was 
modified to increase the strength of the nose fairing attaching clips. 

More recent tests by Republic Aviation Corp. from an F-84F aircraft show 
little improvement in the airspeed at which the nose fairings fail and essentially 
confirm the Mach 0.8 limitation. Although the design requirement for the fairing 
is that it withstand Mach 1.0, the older aircraft for which the launcher was 
originally designed, the F-84, F-86 and B-57, generally do not exceed the Mach 
0.8 airspeed. 

The present launcher contractor has been made aware of this deficiency and 
has produced sample fairings with approximately 20 percent increase in crushing 
strength, based on static tests. These fairings will be flight tested at Mach 1.0 
airspeed during the second week of May 1956 when a high speed F-—100 aircraft can 
first be made available for these tests. 

Although no difficulties have been encountered in carrying and firing from the 
F-84F aircraft, jettisoning of the empty launchers from the aircraft has caused 
damage to the two rear support pins. This difficulty is attributed to peculiarity 
of local airflow around the inboard pylon of the F-84F and is not considered 
to be a fault of the launcher itself. Addition of a simple coil spring between the 
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MA-3 launcher and the aircraft mounts to assist the jettisoning has been found 
to solve this problem on the outboard launcher positions. The three launchers 
installed on the inboard pylon adapter have been successfully jettisoned from 
the aircraft at all test speeds by releasing the adapter with the launchers attached. 

Therefore, the Century Industries MA-3 launcher is considered generally to be 
a good launcher. Use of this launcher on our newer high speed fighter-bomber 
aircraft, if required, is expected to be satisfactory by addition of strengthened 
nose fairings like those to be delivered under the current contracts. These im- 
proved fairings can be provided at a very nominal cost. 


Question No. 21 


What deviations from the drawings and specifications have been requested 
by the present contractors? 

Per letter of April 4, 1956, from Polan Industries, deviation was requested at 
no increase in contract price to allow use of aluminum bronze forgings in lieu 
of the aluminum bronze castings as called out on drawings RD12-3757 and 
3759. The forged fitting is considered to be equal or superior to the casting in 
grain flow, fiber structure, percent elongation, strength, dimensional control, and 
resistance to dynamic stresses of impact, shock, vibration and fatigue. The 
casting requires more critical control in production and inspection to insure 
the strength level desired and to avoid porosity in the highly stressed sections. 

Forgings are more costly to produce than castings but in this case the con- 
tractor is desirous of being on more firm ground and offered this change. 

On the basis of the above engineering considerations, approval was recom- 
mended by the Air Force armament center in letter to AMC dated April 27, 
1956. 


Question No. 22 


Are the drawings and specification available for the present procurement 
considered to be adequate? 

The contractor’s drawings and the military specification MIL—L25364 (USAF) 
on launcher, rocket, airborne, type MA-3 reflect the experience gained from con- 
siderable laboratory, ground, flight and firing tests as well as production of 
100,000 units under the previous launcher procurement and thus represent the 
best available engineering date. 

Of the numercus contractors who were invited to bid on the present procure- 
ment not one indicated lack of adequacy of the drawings and specification. 

Therefore, these drawings and specification are considered to be adequate for 
the purpose of advertised bidding. 

Although no specific question has been raised with respect to policy on award 
of follow-on production after development, I know that the chairman and other 
members of the committee have previously expressed interest in it. I there- 
fore would like to comment on the subject. 

The problem of award of follow-on production contracts after development is 
a most difficult one to solve to the best advantage of all concerned. Frequently, 
we find ourselves confronted with the necessity of placing production orders prior 
to the completion of development and testing or in other circumstances where 
insufficient data is available to permit competitive procurement. Long lead times 
have necessitated heavy initial investment in facilities useful for production. 
In these cases, the question of source is brutally simple but the matter of price 
is exceedingly complex, both because of unknowns which complicate price analysis 
and the fact that the Air Force has little bargaining position. 

The other side of the coin also clearly indicates the path we should follow. In 
the initial development of an item which will be subject to quantity production, 
there are many reasons bottomed on supply and maintenance, as well as procure- 
ment, which dictate that we obtain design data as early and in complete a form 
as possible. Where we have been successful in this endeavor and have data which 
is fully adequate for competitive procurement, relatively short lead times are 
involved, and extensive special investment in production facilities are not re- 
quired, it is our clear responsibility to procure through competition. 

The cases between those extremes are the ones which call for the utmost in 
good judgment on the part of our buyers. Long experience has taught those 
charged with procurement responsibility that the best prices usually are ob- 
tained through full and free competition. On the other hand, experience also 
has shown the unwisdom of looking only to price without reference to the capabil- 
ity of a bidder to produce, or the state of development of the item. 

In a directive issued early last year, the Department of Defense gave use guide- 
lines to be used in such situations. It adopts the principle that the Government 
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must maintain freedom of selection of source, but recognizes that the Government 
may be able to profit from the prior research and engineering and production 
know-how of developers, and that the lowest price will not necessarily produce 
the item needed, when required and of the requisite quality. 

Where a given case fits in the spectrum of procurement situations, in the 
final analysis, it is a matter of guided judgment and where it falls near the 
center, we frequently are called upon to make decisions on which reasonable 
men can differ. 

Mr. Hottrterp. I asked for this hearing in executive session because 
T felt that we could talk this matter over and get a better understand- 
ing between the subcommittee and you and your staff on the problems 
that are involved here. 

We had no desire to make newspaper headlines or anything like 
that, but we were interested in this method of procurement, and we 
appreciate the courtesy which General Rawlings and you and your 
staff have shown to our staff people when they come to your establish- 
ment, and we appreciate the cooperation which you have given to us 
in presenting these documents that we requested of you. 

The meeting will now be adjourned. 

General THurMAN. Sir, may I make one statement before you do? 

Mr. Houtrterp. Yes, sir. 

I should have asked you before rapping the gavel if there was any- 
thing else you wished to add to the testimony, if you will submit it to 
us in writing, we will be glad to accept it and consider it with, of 
course, the right to address a letter to you or hold a further hearing; 
otherwise these hearings are in executive session. 

General THurMAN. Yes, sir. 

Mr. Hottrrerp. And we would consult with you before they were 
made public 

General Tourman. All right, sir. 

Mr. Houirrevp. If they are made public. 

General Tuurman. All right, sir. I would like to make one state- 
ment and ask a question, if I may. 

Mr. Hortrretp. Yes, sir. 

General TourMan. The statement is that we are doing our damned- 
est to handle a difficult situation, and we are constantly in the business 
of having to make decisions on which reasonable men can differ. 

I know that the committee is aware of that fact and will bear it in 
mind. 

I will certainly honor the commitment that I made a while ago to 
take another look at this business of subcontracting when we have got 
business set-asides but I would like to ask one question of the com- 
mittee because I would like to know what your thinking is in arriving 
at a conclusion. 

Would you feel the same way about subcontracting to another small 
business as you do apparently in this case where the subcontractor 
happens to be a big business ? 

Mr. Hortrierp. No. May I answer this personally? I do not even 
know whether this should be 

General THurmMan. I am asking for guidance. 

Mr. Hoxtrrerp. I do not know whether this should be on the record 
or not. 

I think the intent of Congress was definitely to help the area of 
small business. I do not think it was a concern for a specific indi- 
vidual. I think it was a concern for a whole area of small-business 
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men who feel that they have a right to exist and who, many times in 
the past, have come up with products which became very important. 

I think this rocket launcher is one of those cases. We know some- 
thing about the cost of aluminum rocket launchers made by several 
firms, which I will not place on the record right now, but we know 
that those launchers ran up into several hundreds of dollars, as high 
as three, four, five, six, seven hundred dollars for research and develop- 
ment costs of these launchers. 

We know they were much heavier. We know that they were not 
expendable in the ordinary sense. If they were expendable it was : 
very costly expense ; and yet here are small men, with limited resources, 
who did come up with something which seems to this committee to be 
a valuable adjunct to our defense needs in this field. 

We think this has been a good development, and it has been a cheap 
development for the Government. It is saving the Government, we 
think, a lot of money; and now if small business does not have the 
chance to develop, why, we think that the whole sphere of production, 
particularly of new items, will suffer, and we think that in the field, in 
the general area, of smal] business—I can only speak for myself, and 
from my understanding of the debate on the Small Business Act—it 
was a concern generally for the class of small business to keep these 
people with the right to participate. 

Now, we realize that it causes you fellows a lot of trouble in your 
procurement 

General THurMAN. It sure does. 


Mr. Houirtevp. Because it is much easier for you to deal with Gen- 
eral Motors, let us say, than Polan Industries or some other small 
outfit. 

But at the same time these people pay taxes, they have to live, and 
they do come up with ideas, and all the ideas do not come from the 
big people. 

General THurMAN. Maybe you would feel differently in subcon- 
tracting to another small business. 

Mr. Hottrterp. I think the issue or the principle involved here is 
not. so much how much is subcontracted, but as to whether it would 
be subcontracted within the area. 

General THurMan. It stays within the area. 

Mr. Houirievp. It stays within the area of small business. I think 
that was the concern of Congress. I believe I am fair in stating that. 

General THurmMAn. The reason I asked the question, Mr. Chair- 
man, is that we try, at any rate, not to confine our compliance to these 
things to lipservice, and try to really carry them out, and it helps us 
to know what the thinking of appropriate congressional committees is. 

Mr. Hortrteip. Here is part of the wording of the act of 1953: 

That the Government should aid, counsel, assist, and protect, insofar as is 
possible, the interests of small business concerns in order to preserve free com- 
petitive enterprise, to insure that a fair proportion of the total purchases and 


contracts for supplies and services for the Government be placed with small- 
business enterprises, and to maintain and strengthen the overall economy of the 


Nation. 

It seems to me that is pretty plain that that was the intent of Con- 
gress, and it seems to me, and I have nothing against the Weather- 
head Co. or any other large business, I recognize their contribution 
to the welfare of our Nation, and realize that probably the bulk of 
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the contracts will always have to be with these great corporations; 
but I do think that there is an area which we should try to preserve, 
and which originated in creative thinking, and the ingenuity of the 
small man can be added to our total wealth and total strength of 
our economy. 


General THurman. We are trying our best to comply with that 
intent, not only the letter but the spirit. 

Mr. Ho.trtetp. The meeting will be adjourned. 

Thank you very much. 


(Whereupon, at 5:50 p. m., the subcommittee adjourned.) 
(The following material was furnished subsequent to the hear- 
ings :) 
DEPARTMENT OF THE AIR FORCE, 
OFFICE OF THE SECRETARY, 


Washington, June 1, 1956. 
Hon. CHET HOLIFIELD, 


Chairman, Military Operations Subcommittee, Committee on Government 
Operations, House of Representatives. 


DeAR Mr. CHAIRMAN: During the recent hearings conducted by your sub- 
committee in executive session on the subject of MA-3 rocket-launcher procure- 
ments, you requested that the following information be furnished in connec- 
tion with your subcommittee’s inquiry : 

(a) Names and background (qualifications) of individuals who were on the 
original FCR survey team on the Weatherhead award, plus the same informa- 
tion concerning Mr. Rush and Mr. Patch. 

(b) AFPI 52-108 on negative FCR waivers. 

(c) AMC policy letter on delinquent contract criteria. 

(d) Contracts in excess of $300,000 which have been treminated for default 
during calendar years 1954 and 1955. 

(e) Legal opinion of JAG, if any, re subcontracting to Weatherhead. 

(f) Quantity and cost of rocket launchers in Air Force stock. (Classified.) 

The desired information is furnished herewith and the stenographic tran- 
script is returned in accordance with your instructions. 

Sincerely yours, 
Joz W. KELLY, 
Major General, USAF, 
Director, Legislative Liaison. 


ExuHisit A 


NAMES AND BACKGROUND (QUALIFICATIONS) OF PEOPLE WHO WERE ON THE ORIGINAL 
FCR Survey TEAM ON THE WEATHERHEAD AWARD, PLUS THE SAME INFORMA- 
TION CONCERNING Mr. RUSH AND Mr. PatcH 


The people who performed the original FCR survey from the Cleveland Air 
Procurement District, Cleveland, Ohio, are Mr. Walter S. Billy, Mr. George F. 
Noel, and Mr. Clarence H. Crandall. These gentlemen were qualified for their 
present positions by the United States Civil Service Commission and have been 
conducting FCR surveys in the Cleveland APD for the past 3 years. Background 
information is attached hereto. 

3ackground information on Mr. Charles A. Rush, Jr., and Mr. Earl S. Patch, 
who are employed in the Directorate of Procurement and Production, Head- 
quarters, AMC, is also attached hereto. 


BACKGROUND INFORMATION 


. Name: Clarence H. Crandall. 

. Title: Supervisory inspection specialist. 

. Grade: GS—-1830-10. 

. Timein grade: 6 months. 

. Total civil service in quality control: 8 years. 

6. Education: 

High school. 

University of Buffalo, September 1921 to June 1922. 
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. Name: Walter 8S. Billy. 
Title: Supervising production specialist. 
. Grade: GS-1152-10. 
. Timein grade: 2% years. 
. Total civil service in production: 5 years. 
Education : 
Bachelor of science, mechanical engineer, Case Institute of Technology, 
1943. 
Master of science, industrial engineer, Case Institute of Technology, 1947. 
. Past experience in production : 
(a) —e engineer, Cleveland Trencher Co., May 1949 to January 
(0) Staff industrial engineer, Thompson Products, Inc., February 1948 
to May 1949. 
(c) Standards engineer, Reid Products, August 1947 to February 1948. 
(d@) Research engineer, NACA, December 1943 to December 1945. 
Name: George F. Noel. 
Title: Production specialist. 
. Grade: GS-1152-9. 
. Timein grade: 2 years 9 months. 
Total civil service in production: 5 years. 
. Education: 
High school. 
John Carroll University, September 1937 to June 1989, business admin- 
istration. 
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7. Past experience in production : 
(@) Production expediter, Thompson Products, Inc., September 1950 to 
May 1951. 
(b) Planning expediter, Apex Electric Co., October 1940 to July 1942 and 
October 1945 to August 1947. 
1. Name: Earl S. Patch. 
2. Title: Industrial engineer. 
3. Grade: GS-896-13. 
4. Time in grade: 4 years. 
5. Total civil service in production: 4 years. 
6. Education: Public schools; Purdue University 1907-09 (mechanical engi- 


neering). 
. Past experience in production : 
(a) Production and engineering 
sion, 1916-21. 
(b) Coordinating engineer—General Motors Research Corp., Dayton, 
Ohio, 1922-23. 
(c) Sales and engineering—assistant to general manager, General Motors 
Corp., Moraine Products Division, Dayton, Ohio, 1924-35. 
(d) Vice president in charge of operations—Moraine Products Division, 
1936-43. 
(e) Self employed as a consultant to private industry on production and 
engineering for approximately 34% years. 
(f) President of Copress Corp., Norwalk, Conn., for approximately 4 years. 
. Name: Charles A. Rush, Jr. 
Title: Industrial specialist (manpower). 
. Grade: GS-1150-12. 
. Timein grade: 2% years. 
Total civil service in production: 314 years. 
. Education: High school; University of Cincinnati, Cincinnati, Ohio (1 year). 
. Past experience : 
(a) Production expediter—Cincinnati Grinders, Inec., Cincinnati, Ohio 
(1 year). 
(b) Ink maker—Hilton-Hawley Co., Cincinnati, Ohio (7 years). 
(c) Special representative—Special representative of president, Interna- 
tional Printing Pressmen and Assistants Union, Pressmen’s Home, 
Tenn. Negotiated labor-management contracts. Made production 
studies for use in negotiations and grievance cases (3 years). 
(d) United States Army—Instructor in production of oxygen and main- 
tenance of oxygen generators (2 years). 
(e) Officer in charge—Veterans’ Administration field offices. Counseled 
veterans and employers in coordination with United States Ap- 
prentice Training Service, in on-the-job training problems (3 years). 
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Exurpit B 


AFPI 52-108 on NEGATIVE FCR WaAIvERS 


Processing of FCR’s by buyer.—aAction on negative FCR’s will be set forth 
below and further redelegation of authority is not authorized. 

(a) Negative to question 1 (present facilities, production and engineering capa- 
bilities, etc.) —If the buyer concurs in the negative report, he will select another 
source. If the buyer does not concur in the negative report, he will (1) first 
coordinate further with the AMA if additional information should be considered, 
and (2) refer the matter to the Deputy Director, Production, or Assistant Dep- 
uty Director, Production, Headquarters AMC, or to the AF depot commander or 
AMA Director of Procurement and Production, as appropriate, for decision as 
to award. 

(b) Negative to question 2 (present financial stability) —If the buyer concurs 
in the negative report he will select another source. If the buyer does not concur 
in the negative report, he will (1) first coordinate further with the AMA, fur- 
nishing such additional information as should be considered, and (2) if the 
answer to question “2” is still negative, refer the matter to the Financial 
Branch (MCPZF), Headquarters AMC, for advice and assistance. If the quali- 
fied clearance reply is qualified with the statement that the contractor can per- 
form if Government financial assistance in the form of guaranteed loans, prog- 
ress payments or advance payments are authorized, or if the qualified approval 
relates to a contractor appearing on the confidential list of contractors showing 
serious financial deterioration, the buyer will obtain approval of MCPZF before 
making award on the procurement. If there is serious question as to the finan- 
cial stability of a prospective contractor who has been given financial clearance 
or if the buyer or MCPZF does not agree with a negative reply on question 2, 
either the buyer or MCPZF may present the facts to the attention of the Deputy 
Director, Production, or Assistant Deputy Director, Production, Headquarters 
AMC or the AF depot commander or AMA Director of Procurement and Produc- 
tion (where buyer is located) for decision as to whether or not the procurement 
should be placed. Copies of all correspondence pertaining to a reversal decision 
will be furnished MCPZF, Headquarters AMC. 

(c) Negative to question 3 (business practices).—The file will be referred 
through channels to the Deputy Director, Production, or Assistant Deputy Direc- 
tor, Production, Headquarters AMC, or to the AF depot commander or AMA 
director of procurement and production, as appropriate, with the recommenda- 
tions of the buyer as to whether award should be considered for another firm or 
reasons why it is considered necessary to make the award despite the negative 
report. 

(d) Negative to question 5 (contractor’s adequate accounting system) .— 
Buyer will not award a contract containing a price redetermination clause or a 
progress or advance payment clause unless he has received an affirmative reply 
to question 5, or the contractor has agreed in writing to make the specified 
changes in his accounting system which would have permitted an affirmative 
reply. If negative replies to question 5 cannot be resolved by (1) obtaining from 
the contractor a written agreement to make the necessary changes in accounting 
system, or (2) by negotiating a contract containing a repricing clause for which 
the system is adequate, or (3) negotiating a satisfactory contract without a re- 
pricing clause, the matter will be referred to the Deputy Director, Production, 
or Assistant Deputy Director, Production, Headquarters AMC, or the AF depot 
commander or AMA Director of Procurement and Production, as appropriate, 
for decision as to award. 

Question 4 concerns the percentage of subcontracting contemplated by the 
contractor. 


ExurBit C 
AMC Poticy LETTER ON DELINQUENT CONTRACT CRITERIA 


HEADQUARTERS, ATR MATERIEL COMMAND, 
Wright-Patterson Air Force Base, Ohio, March 2, 1956 
Subject: Establishing delivery dates on Air Force supply contracts. 
To: Commander, All Materiel Areas. 
Commander, All Air Force Depots. 
(Attention: Director, Procurement/Production. ) 

1. This will rescind AMC letter dated April 22, 1955, subject, Wording of 

Delivery Schedules on Air Force Contracts. In lieu thereof, and in accordance 
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with a recent ruling by the staff judge advocate of this command, the following 
concept will be applied in determining dates of delinquencies for production 
reporting : 

(a) A Government contract is effective and the time for performance of it 
runs from the date of acceptance of the bid is communicated to the contractor, not 
from the date of execution of a formal contract. 

(b) In formally advertised procurements, the date of the contract and the 
date of award are the same. The date of the contract is the date there first 
springs into being an agreement binding on both parties. When the bid is 
accepted in writing by the contracting officer, the contract is consummated. The 
written acceptance of the bid constitutes the award. This is in accord with 
section 3 of Public Law 413, which states in pertinent part that, “where advertis- 
ing is required * * * award shall be made with reasonable promptness by 
written notice * * * ,” and is consistent with the printed language on Standard 
Forms 30 and 33, which provide that “an award mailed (or otherwise furnished) 
to the successful bidder within the time specified in the bid results in a binding 
contract without further action by either party.” [Italic supplied.] This pro- 
vision in the standard forms is in general accord with the well-established 
principle of private contract law that where an offer is made by mail and does 
not specify differently as to acceptance the mailing of a properly addressed and 
responsive acceptance completes the contract. Action short of mailing, such as 
the preparation of an acceptance letter or the notation of acceptance on Govern- 
ment records is not sufficient to effectuate a complete acceptance (35 Comp. Gen. 
50,52). To recapitulate, under formally advertised procurements the date of the 
contract is the same as the date of award, and this date is the date the written 
notice of the award is mailed or otherwise furnished to the successful bidder. 

(c) In such cases, where approval action is required it should obviously be 
obtained in advance of the award. The bidder, having been notified by the Gov- 
ernment’s invitation that a binding contract results from the mailing of the 
award without further action by either party, is entitled to believe that any 
required approval actions have been accomplished. However, in a case where 
approval for some reason is not obtained prior to the award the Comptroller 
General has nevertheless held that the contract is consummated upon acceptance 
of the bid by the contracting officer—that is, prior to its approval by higher 
authority (33 Comp. Gen. 180). In such a case, so far at least as the contractor 
is concerned, the date of the contract is the date of the award made by the 
contracting officer. Since it is Air Force practice to process approvals in advance 
of awards, difficulty in this area should generally not arise. 

(@) Determination of the date of the contract in negotiated procurements is 
not always quite so simple. When the DD 746-2 is used the date of acceptance 
by the Government would be the date of the contract. However, where the DD 
Form 351 is used it will be noted that the contract form provides for an “as of” 
date; and legally this date may be a date earlier than the date of the affixing 
of the signatures by the parties. Legally it may be the date when the parties 
first come to a complete agreement on the terms of the contract, which as you 
know may take place well in advance of the execution of the formal instrument. 
In the usual form of letter contract (AFPI 7—2503.2), the effective date would be 
the date of acceptance by the contractor (AFPI 7-2503.3). Another variation in 
negotiated procurements is the situation involving the use of AFPI Form 21 
(AFPI 53-802). In procurements requiring the use of this form the date of the 
contract would be the date the contractor’s acceptance, as noted on this form, is 
received by the Government. 

2. In order to compute schedules in accordance with paragraph 1a above, a 
close relationship between the cognizant ACO and applicable production personnel 
is most essential. 

3. It is requested that foregoing be disseminated to all production personnel 
under your jurisdiction in order to uniform reporting procedures. 

By order of the commander: 


WirtraM A. BENNETT, Jr., 
Colonel, USAF, Deputy Chief, Production Staff Division, Deputy Diree- 
tor/Production. 
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EXHIBIT D 


Contracts over $300,000 terminated for default during calendar years 
1954 and 1955 








Contract Item Contractor Contract Date of 
| amount termination 
AF33(600)-1648 ___ | Ground cameras (for | Busch Camera Corp., $767, 684.95 | Apr. 30, 1954 
Signal Corps). Chicago, Ill. 
AF33(600)-30688 !__..._.| Adapter, microphone | Facts Products, Inc., 427,714.77 | Nov. 25, 1955 
head set. Chicago, Il. 


| Now pending before ASBCA. 


Calendar year 1956 to date, 1 default termination over $300,000 by AMC 


Contract Item Contractor Contract Date of 
amount termination 
AF33(635)-4006_- Mast (an electronic | Hygrade-Atlas Inc., | $697,759.60 | Feb. 28, 1956 
device). Simpson, Pa. 


ExHIBIT E 


LEGAL OPINION oF JAG, IF ANY RE SUBCONTRACTING TO WEATHERHEAD 


The requested opinion of the AMC judge advocate relative to the proposed 


Polan Industries subcontract structure was a verbal one and, therefore, no copy 
of it exists. 


94005—57——_9 
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FRIDAY, FEBRUARY 8, 1957 


House or REPRESENTATIVES, 
Mirirary OPERATIONS SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to notice, at 2 p. m., in room 1505, 
New House Office Building, Hon. Chet Holifield (chairman), pre- 
siding. 

Present: Representatives Holifield (presiding) , Garmatz, Kilgore, 
Mrs. Griffiths, Lipscomb, and Minshall. 

Also present: Herbert Roback, staff director; James F. Eckhart, 
counsel; Earl J. Morgan, chief investigator; Robert J. McElroy, in- 
vestigator; and Carey Brewer, senior defense specialist. 

Mr. Hotirtetp. The subcommittee will be in order. 

As the subcommittee members know, the Military Operations Sub- 
committee has had under inquiry for some time the procurement of 
rocket launchers by the Air Force and the Navy. 

Information in the subcommittee files based on staff investigations 
indicates the need for a thorough airing of this procurement program. 

This is the first public hearing on the subject by our subcommittee. 
Last year we held an executive hearing at which Air Force repre- 
sentatives appeared. If the sube ommittee approves, I propose to 
enter that executive hearing of May 2, 1956, in the public record as 
2 part of the present hearings. We have also received sworn state- 
ments in executive session of alleged irregularities in rocket launcher 
procurement. 

An important role in the development and production of rocket 
launchers has been that of Century Industries Corp., whose president, 
Mr. Irving L. Babbitt, is with us today. Mr. Babbitt asked for an 
opportunity to appear. He believes he has information that will be 
of value to the subcommittee in its inquiry. I have called the hearing 
for this afternoon because of the heavy committee schedule of other 
hearings, and to take advantage of Mr. Babbitt’s presence in Wash- 
ington, D. C. 

On Monday afternoon, we will ask Gen. E. W. Rawlings, from the 
Air Materiel Command, or his designated representatives, to testify 
on the Air Force procurement of rocket launchers. Later we will 
hear from the Navy. We will try to work out a schedule for these 
hearings consistent with our other commitments. 


The witnesses will be sworn, as will all other witnesses at these 
hearings. 
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I might say there are other items of procurement which will be 
considered subsequent to the hearings on this particular item of pro- 
curement. 


Mr. Babbitt, will you please step forward ? 


TESTIMONY OF IRVING L. BABBITT, PRESIDENT, CENTURY 
INDUSTRIES CORP., SAN PEDRO, CALIF. 


Mr. Hontrrevp. Mr. Babbitt, in view of certain material which has 
been placed before us in executive committee meeting, May 2, 1956, 
which contains information pertinent to this matter, and which was 
given under oath, we are asking the witnesses who appear before this 
committee also to be sworn. 

Will you raise your right hand ¢ 

Do you swear ‘that the testimony you are about to give before this 
committee will be the truth, the whole truth, and nothing but the 
truth, so help you God? 

Mr. Bassirr. I do. 

Mr. Houtrtecp. You have a prepared statement, I believe? 

Mr. Bagstrr. Yes, sir, I have. 

Mr. Houirtetp. We will give you an opportunity to make your state- 
ment and then we will give the members and the staff an opportunity 
to ask you some questions. 

You may proceed. 

Mr. Baserrr. Mr. Chairman and members of the committee, I want 
to express my sincere thanks and appreciation for this opportunity to 
appear before you. You have many demands on your time. I will 
try to be as brief as I can in telling you this rather complicated story 
of rocket launcher procurement. 

My name is Irving L. Babbitt. I reside at 708 North Arden Drive, 
Bovensly Hills, Calif. I am president of Century Industries Corp., 
1600 Wilmington-San Pedro Road, San Pedro, Calif. 

Century Industries Cor p. was established as a manufacturing 
facility for the production of rocket launchers for the Air Force and 
the Navy. At the present time this facility, which is in the small- 
business category, is the only proven source for the manufacture of this 
important weapon component. Several other firms have produced 
rocket launchers on past contracts, but are now out of business. Still 
other firms, otherwise experienced in manufacturing, have failed to 
perform on Government contracts. 

There is outstanding with one company at present a single Navy 
production contract for 19-round rocket launchers—the Aero 7-D. 
No production has yet been realized from this contract. The con- 
tractor, I am told in trade channels, is 5 months delinquent on the 
original contract delivery schedule, although I understand that he 
has obtained amended delivery dates. 

The situation which confronts the Navy and the Air Force is this: 
Both military services have spent large sums of money to promote the 
development and production of inexpensive rocket launchers. Both 
services need launchers to maintain their combat capability. 

Yet today, I believe, neither service has the required inventory of 
rocket launchers. Neither service, I am positive in stating, can point 
to a record of full value received on the taxpayers’ dollars spent. 
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You will find, if you investigate fully, a record of devious dealing 
and strange procurement procedures. 

The situation which confronts me is this: My company, Century 
Industries, is about to close down. Despite its proven record of per- 
formance and its readiness to produce for the national defense, this 
company will shut its doors in a few weeks and thereby eliminate the 
only experienced production source for rocket launchers, 

This is bad business for the Government and ruinous to me. It is 
bad for the Government because it narrows to the vanishing point the 
Government’s chances of getting the launchers it needs. It is unfair 
to me because my company did pioneer work in designing and pro- 
ducing low-cost launchers, 

IT recognize that a company such as mine, using plant facilities leased 
from the Government and dependent wholly on defense production, 
is exposed to certain risks. I accept those rfake and yet, in the light of 
my experience, I must say that a grave injustice has been done. The 
record w ill show broken promises and unfair treatment on the part of 
the procuring agencies. 

The most recent case of such broken promises concerns the Air 
Force. By way of background: In October 1954 Century Industries 
received an Air Force negotiated contract for the production of 100,000 
7-round rocket launchers—MA-3—at a unit price of $36. 62. This 
launcher was based on designs developed at the company’s own expense 
and represented a marked advance over previous launchers in its 
superior handling, safety, firepower, and other technical features. 
The Air Force chose this advanced design because of its evident supe- 
riority over the model up for bid—the MA-1. 

This contract was successfully completed. The 100,000 launchers 
were delivered to the Air Force. This quantity represented one-fourth 
of the 400,000 launchers which the Air Force at that time had ear- 
marked for procurement. 

In September 1954, when negotiations for the above contract of 
100,000 units were being concluded, the Air Force procuring officers 
indicated that further procurement of the MA-3 launcher developed 
by our company might have to be made on advertised bid. We then 
pointed out that we had proprietary rights in an item developed at 
our own expense and that the Air Force would have to compensate us 
for these rights. 

Before further procurement, the Air Force was called before the 
Hébert subcommittee in April; and then in July 1955. The Hébert 
subcommittee represented that a number of companies were interested 
in making this item and the subcommittee strongly indicated to the 
Air Force that a negotiated procurement would meet with the subcom- 
mittee’s disfavor. 

Thereupon, while my company was still producing on the contract 
for 100,000 launchers, the Air Force put. out 149,829 additional units 
for competitive bid and set aside another 149,829 for negotiated small- 
business procurement, to be made after an award on the advertised bid. 
Thus these 2 components of about 150,000 each would make up the 
projected Air Force inventory of rocket launchers. 

For 149,829 launchers the Air Force sent bid invitations to some 360 
firms. More than 30 responded. The low bidder was the Weatherhead 
Co., of Cleveland, Ohio. Actually another company was lower, but 
it was disqualified. Weatherhead’s bid price was $20.46 per unit. 
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My company’s bid was $25.47. Another company, Polan Industries, 
ef Huntington, W. Va., bid $26,23. I have the complete list of bidders, 
prices offered, and terms, if the subcommittee wishes to have the in- 
formation. 

My bid, though $5 per unit higher than Weatherhead’s, was hardly 
more than a break-even figure based on the most exacting cost analysis 
I could make, and based on considerable production experience in this 
field. I honestly believed that no other company could produce for less, 
excepting, of course, production where a deliberate financial loss is 
intended. 

As a small business, I submitted a proposal for the small business 
set-aside of 149,529 launchers. Subsequently, on November 25, 1955, 
the Air Force requested Century Industries to meet with the contract- 
ing officer and buyer at Air Materiel Command Headquarters, Dayton, 
Ohio, on November 29. As a result of this request, two representatives 
of Century Industries made a special trip to Dayton, Ohio, to meet 
with the contracting officer and the buyer. 

On arrival we were told by a Major Singer and the contracting 
officer, Ralph Brinkman: “Sorry, we can’t discuss this procurement 
business with you. We have received orders from higher up not to 
discuss this ‘set aside’ procurement with you. We are sorry, but we 
can’t give you any further information.” 

The small-business set-aside of 149,829 units was awarded to Polan 
Industries, one of the original bidders, for $20.35 per unit after nego- 
tiation. This was about $6 per unit less than his original bid, and 11 
cents per unit less than the Weatherhead low bid. 

However, Polan Industries turned around, as I later found out in 
the trade, and handed its contract for 149,849 units back to Weather- 
head. Thus Weatherhead, the big business, was to produce for itself 
as well as for Polan, the small business. It might be interesting to the 
committee to find out how Polan was able to qualify as a small-busi- 
ness contractor without intending to produce anything. 

Unhappily for Weatherhead, Polan, and the Air Force, the con- 
tractor failed. No rocket launchers were produced. And because 
Weatherhead was unsuccessful, so was Polan. I am sure that Weather- 
head tried hard to produce, and spent a good deal of money in the en- 
deavor. The Air Force tried hard, too, helping the manufacturer in 
every way. 

I understand that the Air Force spent public funds to help the manu- 
facturer try to get the bugs out of the production process, though this 
is highly unusual in a competitive award. Certainly it is not fair to 
the other bidders since they did not offer their prices on the expecta- 
tion of receiving Government assistance. 

Weatherhead and the Air Force tried and tried, with Polan stand- 
ing idly by, and finally a year or more after entering into the contract, 
the Air Force had to cancel it. 

I said earlier that this launcher was placed into competitive bid 
largely at the instance of the Hébert subcommittee. I have in my 
hand a report of the activities of the House Armed Services Com- 
mittee, 84th Congress, dated August 1956. At pages 34 and 35 of this 
report, the Armed Services Committee, of which the Hébert subcom- 
mittee is a part, takes credit for influencing the Air Force to procure 
rocket launchers by “open competitive bids” instead of by “a single- 
source noncompetitive contract.” The quoted phrases are from the re- 
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port. The “single-source noncompetitive contract” is the committee’s 
reference to my company. 

The Armed Services Committee report went on to say that these 
so-called competitive bids—I say “so-called” because the small-busi- 
ness set-aside really was not in open competition as I understand the 
term—resulted in a reduction of $16, in round figures, from the non- 
competitive award. 

What the Armed Services Committee report failed to say is that 
in August 1956, the date of the report, the competitive contractor was 
5 months delinquent. Not a single successful launcher had been pro- 
duced by Weatherhead or Polan. The small-business set-aside was 
an illusion. The savings cited by the Armed Services Committee were 
paper savings without any hardware to show for them. Actually 
the Air Force spent money rather than saved money in this produc- 
tion failure. 

After allowing the contractor’s delinquency to extend for 814 months, 
the Air Force was in this fix: The only expendable rocket launchers 
it had—100,000—were those produced earlier by my company. The 
other 300,000, put out for procurement by advertised bid and negotia- 
tion in the fall of 1955, never came through. Many precious months 
had gone by, and the Air Force still lacked three-fourths of the de- 
sired fire capability. What was the Air Force to do? 

Well, the Air Force came to me, hat in hand, you might say. General 
Thurman of the Air Materiel Command at Wright-Patterson Air 
Force Base telephoned me on November 6, 1956, and stated he was in 
bad shape—in trouble, I replied, “I hope it is nothing serious.” He 
then said his trouble was not personal, but it had to do with rocket 
launchers. He asked me to come to Wright Field all the way from 
California and be prepared to discuss the production of 150,000 
launchers both pricewise and deliverywise. 

[ said to General Thurman I would very much like to see him, since 
our plant was on the verge of shutdown. A meeting was arranged for 
November 8, 1956, at General Thurman’s office in Dayton, Ohio. He 
expressed his gratitude for my cooperation and for my not being 
vindictive after the hardship and disappointments previously experi- 
enced by Century Industries. 

Ten days after General Thurman called me in California, he ap- 
peared in person before the staff of this subcommittee, as I later learned 
from your chairman, and said in substance, (1) that the Weatherhead- 
Polan contract was finally being written off as a failure; (2) that 
negotiations would be undertaken with Century Industries for pro- 
curement of 150,000 units; and (3) that the Air Force would resurvey 
its requirements and determine whether the remaining 150,000 units 
would be procured or eliminated from requirements. 

General Thurman apparently conveyed the same information to 
the Hébert subcommittee, since I was advised by Congressman Shep- 
pard of California, who had interested himself in this matter, that a 
staff member of the subcommittee had briefed him on General Thur- 
man’s visit. 

The Air Force was extremely anxious to get started with produc- 
tion of launchers. Captain Thurman—not to be confused with Gen- 
eral Thurman—called me at home from Dayton on November 20, 
1956, 7 a. m., and said there was an urgent need for these launchers 
in view of the cancellation of the Weatherhead-Polan contract. He 
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said he was under instructions to call me and to complete negotiations 
with all possible speed. 


Captain Thurman then asked if I could possibly get to Dayton on 
Wednesday, November 21, 1956, since Thursday was Thanksgiving 
Day, and he was scheduled to take a holiday. He wanted to complete 
negotiations by the close of business, Wednesday, November 21. 

I quickly made plane reservations and was able to reach Dayton at 
9:30 0n Wednesday. At 11 a.m. I met with Captain Thurman and his 
staff. He impressed upon me the urgency of the situation and re- 
quested that I prepare a formal proposal incorporating all the discus- 
sions we had as well as what assistance in the way of material prior- 
ities, shipping instructions, et cetera, would be expected from the Air 
Force in getting deliveries started by February 15, 1957. 

Captain Thurman insisted that the proposal be in his hands no later 
than November 30, 1956. He said that Mr. Gabel of his staff would 
wire me an Official request for this proposal on Friday, November 23, 


1956, so that a contract could be written and be back in my hand by, 
the latest, December 10, 1956. 


This was the deadline that Century Industries needed in order to 
meet the delivery schedules discussed. I have here copies of memo- 
randums of my meetings with General Thurman and Captain Thur- 
man. These memorandums were furnished at my request by the Air 
Force. Isubmit these for your information. 

Mr. Hoxttrrmtp. Without objection, they will be received. 


NOVEMBER 8, 1956. 
Memorandum for record 


Subject: Meeting with Mr. Babbitt, Century Industries 


1. After discussion with Mr. Babbitt of this date, he is of the opinion that 
production of rocket launchers, under a possible new contract, would be affected 
by his ability to obtain aluminum bronze and aluminum extrusions. On these 
items he would need Air Force assistance, in his opinion, to obtain supplies expe- 
ditiously. Subject to these two items, he is of the opinion that he can deliver 
approximately 5,000 rocket launchers to the Air Force within 45 days from the 
date of the contract and could reach a production rate of 10,000 within 30 days 
thereafter. Within 30 days, after reaching a production rate of 10,000, he is of 
the opinion that he could reach 15,000, and within 60 days thereafter reach a 
production rate of 20,000 on one-shift basis, with very good chances of increas- 
ing the quantity by multiple shifts. 

2. Mr. Babbitt feels that he has developed improved manufacturing processes 
since the last bids on these items which will permit him to manufacture rocket 
launchers at a lower price than he previously had. This is offset, in his opinion, 
to some degree by increase in the cost of basic materials and labor. It is his 
opinion, to some degree by increase in the cost of basic materials and labor. It is 
his opinion that costs would run somewhere between $20 and $26 per unit on a 
production quantity of 150,000, with a possible decrease if the production quan- 
tity should run as high as 300,000. It is Mr. Babbitt’s suggestion that if a contract 
is awarded, it be a price redetermination type contract with the Weatherhead 
price as a target with a ceiling which would permit an upward adjustment if re- 
quired and a provision for downward adjustment if required. We discussed the 
fact that the Century fairing is now demonstrated to be insufficient to meet the 
specification in that it crushes at 0.8 Mach. Mr. Babbitt is of the opinion that 
correction of this deficiency will be no problem at all. We discussed the opinion 
of General Mechling that any new procurement must be subjected to a vibration 
test when the launcher is loaded with rockets. Mr. Babbitt is of the opinion that 
this constitutes no problem for his launcher. 

8. The improved manufacturing process mentioned above, could possibly re- 
quire tests before going into production. Mr. Babbitt will discuss this today with 
Mr. Balch who will advise me at a later time. Mr. Babbitt states, however, that 
he can initiate production under exactly the same methods as used on previous 
procurement from his company and phase-in the improved process after such 
tests as may be required by the Air Force. I advised Mr. Babbit that the pur- 
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pose of this discussion was exploratory in nature. The possibility exists that we 
will buy additional launchers from Century Industries and the possibility also 
exists that we will not buy additional launchers from Century Industries. It 
was understood by all concerned that the price and production figures are Mr. 
Babbitt’s best estimate at the moment and do not constitute any binding proposal 
on him. It is his opinion, however, that the data given constitutes good 
estimates. 
WILLIAM T.. THURMAN, 
Brigadier General, USASF, Deputy Director, Procurement, Directorate 
of Procurement and Production. 


Minutes oF MEETING HELD NOVEMBER 21, 1956, WiTH Irvine L. BABBITT OF 
CENTURY INDUSTRIES RELATIVE TO PENDING PROCUREMENT OF MA-3 ROCKET 
LAUNCHERS 


The meeting with Mr. Babbitt and MCPEA-M personnel (Captain Thurman, 
Mr. Gibbs and Mr. Gabel) was convened in the Mechanical Equipment Section 
Office this date to discuss contractor’s proposal for the supply of 150,000 MA-3 
rocket launchers to the Air Force. 

Mr. Babbitt was asked to provide data relative to deliveries, price, type of con- 
tract desired and to explain contingencies. The contractor stated he could make 
deliveries as follows: 


I ec al cinder phan ine a ee ei er ee ee eee 5, 000 
TRUE: Ce a ann ts ak is wrens inde eases ne a 10, 000 
eRe BP Gare i i ec ieee 10, 000 
Next GO Gay... Le eee eee 15, 000 
Per month to completion. .: oo. discs nde dhs eee 15, 000 


These deliveries can be met provided Air Force support is given the contractor 
in securing materials necessary for the manufacture of the MA-3 rocket launch- 
ers. These materials include such items as aluminum extrusions, bronze forg- 
ings, paper tubes, etc. 

Secondly, Mr. Babbitt stated his company experienced extreme difficulty in 
obtaining Government bills of lading under a previous MA-3 rocket launcher 
contract. He wanted assurance that Government bills of lading would be fur- 
nished on a timely basis on any subsequent contract. He was assured every 
conceivable action would be taken by the Air Force to prevent delays of this 
nature. 

The contractor agreed to assume responsibility for delivery of items in strict 
accordance with existing specifications provided the specifications do not differ 
from the exhibit by which he delivered MA-3 rocket launchers to the Air Force 
on a previous contract. The only exception taken relative to the old exhibit and 
the new specifications concerns the Mach requirement. The contractor agrees 
that units delivered will successfully pass the flight test at Mach 1. 

Mr. Babbitt requested he be given redeterminable type contract. Mr. Gibbs 
explained the redeterminable and incentive type contracts to the contractor. For 
purposes of this discussion Mr. Babbitt agreed that a ceiling price of $27.90 and a 
target price of $24 was realistic at this time. He stated, however, this price is 
contingent upon material and labor price increases. Mr. Babbitt was very 
anxious to effect a reduction in the unit cost. Should material and labor prices 
remain static for a reasonable period, he feels this is a good probability. 

The contractor, therefore, will study more closely his manufacturing problems 
and redeterminable and incentive type contracts. 

Mr. Babbitt stated he needed Air Force authority to commence production by 
December 10, 1956. Otherwise he will be faced with layoff and rehiring 
problems. 

The prices stated herein are not binding on either party at this time. Absolute 
prices must yet be determined on the basis of contingencies referred to above. 


Mr. Basesrrr. I had assured Captain Thurman in the November 21 
meeting that I could deliver 5,000 launchers within 45 days, 10,000 
each for the next 2 months, and the remainder at 15,000 per month. 
This was a hard, tight production schedule for a plant that was deacti- 
vated. I was willing to be committed to it because the Air Force 
wanted the rocket launchers and I wanted the business. 
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Pricewise I proposed a ceiling price of $27.90 (later changed to 
$28.42 because of intervening aluminum price rises) and a target price 
of $24, the contract to be redeterminable with no floor and up to the 
ceiling price, subject to price rises on basic materials and labor rates. 

I considered this proposal eminently fair. I did not want to take 
advantage of the Air Force in its necessity, but I wanted to be pro- 
tected against a rising market for materials and labor. Also I had 
reason to hope that unit-cost reductions would be achieved because of 
improved production processes my company had developed. The 
Air Force would benefit by any reductions while being protected by 
the ceiling. At all times my books and cost figures would be wide 
open to the Air Force, as they are to this committee. 

As promised by Captain Thurman, I received a telegram on Novem- 
ber 23, 1956, officially inviting me to submit a proposal for production 
of 150,000 rocket launchers. My proposal was mailed back to the 
Air Force within the promised due date. All vendors of Century 
Industries were alerted. Material sources were checked. Key person- 
nel were kept on although they had received their termination notices. 
The labor union was notified that shortly we would be calling back our 
crews. All was made ready to accomplish the task so urgently request- 
ed by the Air Force. 

What happened then? Nothing. Deadly silence. No information 
whatever, except that I was asked to be patient. 

On January 18, 1957, after I had called him at least once a week 
since December 9, General Thurman told me that the Air Force had 
decided to abandon the 7-round rocket launcher, and would go to the 
19-rounder similar to that under Navy procurement—but not yet in 
production. 

Here, Mr. Chairman and members of the committee, is something 
you should look into very carefully. If the Air Force really needs 
rocket launchers, and it has been trying to buy them for several years, 
it will not get launchers for another year, maybe several years, if it 
starts a completely new procurement. 

Remember that Weatherhead was a large and experienced manu- 
facturer in certain lines, and yet Weatherhead had to throw in the 
sponge on rocket launchers. The present Navy contractor—Be-Ge 

‘o.—the only one holding a contract for quantity production of 
launchers today—is already delinquent and it is an open question 
whether they will produce. They have had no previous experience 
in the rocket-launcher business. 

On a new, untried procurement of 19-rounders, Air Force invitation 
to bid, bid openings, contract awards, facilities surveys, financial sur- 
veys, set-asides, testing of preproduction samples, delivery schedules— 
all these will take months and months. In my business judgment, I 
would say—no rocket launchers for another year at least, under those 
conditions. 

You will recall that earlier I mentioned the matter of proprietary 
rights on the MA-3 rocket launcher developed by Century Industries. 
When the Air Force let the Weatherhead-Polan contract, in effect it 
ignored these rights. Century Industries applied to the Air Force 
for administrative relief; that is, for compensation upon the taking of 
these rights which were under patents pending at the time. These 
patents were finally granted December 31, 1956. 
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The Air Force rejected our claim for relief and now we are about 
to institute suit in the Court of Claims. 

These are the highlights of my recent experience with Air Force 
rocket-launcher procurement. I suffered a financial loss of more 
than $200,000 in the past 3 months while acting in good faith and 
trying to help the Air Force get the launchers it failed to get after 
a year or more of nursing the previous contractor. I am faced with 
the liquidation of my plant, the complete fading away of my work- 
ing force. 

I might mention here that the Steelworkers of America are in- 
terested in this matter, too. My plant had a local of 400 union mem- 
bers. Their jobs are gone. 

It is ironic to read in the Los Angeles Times of May 23, 1956, a 
statement to a congressional committee by Brig. Gen. Harley S. Jones, 
deputy director of procurement and production at the Air Materiel 
Command, that small business is vital to the national defense pro- 
gram. I iknow in my own case, and doubtless you gentlemen know 
of many others, that small business too often is not really regarded 
as vital because it is allowed to die a slow death—or a fast one. Gen- 
eral Jones, by the way, I believe is General Thurman’s superior at 
the Air Materiel Command. 

There is another chapter in this sad story, and I must beg your 
indulgence in telling it. It is necessary to get this thing in some kind 
of perspective. If “LT were just a disgruntled businessman who lost 
out on some Government business because my bid was not low, that 
is not a subject for complaint before a congressional committee. 

I want to point out to you gentlemen that I was associated with a 
company that was responsible - for the development of the paper and 
plastic rocket launcher. For some years the Navy has been experi- 
menting with metal launchers which consumed large quantities of 
high-priced aluminum and ranged in cost from about $600 up. I 
know, for example, that the Navy let a contract to Douglas Aircraft 
Corp. sometime between 1950 and 1951 for $3 million to produce 
5,000 6-round launchers. This $600 launcher was a very complicated 
item made completely of metal. I urge your committee to inquire 
into these costs for early rocket launchers. 

Century Engineers, the engineering company with which I was 
then connected, designed a che: ap plastic impregnated Peper? launcher 
tube, with a comparatively simple firing device. The Navy was in- 
terested, both from an ordnance and packaging standpoint, and un- 
dertook development work at the Naval Ordnance Test. Station, Inyo- 
kern, in the early part of 1951. Seven companies participated at first, 
but all finally dropped out except Century Engineers. That com- 
pany produced approximately 100 launchers which went to Korea, 
and then produced additional units for testing and further develop- 
ment. 

At the end of 1952 Century Engineers received a production con- 
tract for 5,000 units, which was the first pilot-run production of the 
7-round launcher known as the Aero 6-A. The unit price under this 
contract was $67.98. By novation, this contract was transferred to 
Century een the manufacturing company of which I am the 
president. I am not now connected with Century Engineers. 
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In buying these 5,000 rocket launchers from Century Industries, the 
Navy also bought the processes and the prints, for which it paid the 
-sum of $35,000. 

The first full-scale production of rocket launchers for the Navy be- 
gan in the middle of 1953. After the pilot-run production with Cen- 
tury Industries, the Navy wanted to bring in other sources of manu- 
facture. It explored the possibilities and came up with seven inter- 
ested firms. 

The Navy regarded Century Industries as the lead contractor. It 
asked our company to hold a seminar at our plant to instruct engineer 
representatives of these other companies in our production methods 
and know-how. ‘This seminar was held at the Century Industries 
plant in San Pedro in early May 1953. Five other interested com- 
panies were represented. A previous seminar was held at the Bureau 
of Aeronautics, Washington, D, C., on April 15, 1958, at which six 
other companies were represented. 

We had agreed to hold the seminar and show all our plant opera- 
tions to competitors on the understanding that the Navy would grant 
us 50 percent or more of the procurement and had told us that our 
facility would be kept busy—so that we were not to worry about any 
disclosures we made. 

In May 1953 the Navy received proposals from six companies. Be- 
fore these proposals were disclosed, Century Industries was ap- 
proached by a Mr. Warren Stephenson who quoted figures from the 
undisclosed bid proposals and offered to obtain a good share of the 
award—possibly 75 percent—for Century Industries at a 4 percent 
commission with a $2,000 per month retainer to be applied against it. 

This was a very puzzling and a very disturbing situation. I con- 
tacted your chairman, Mr. Holifield, who advised that the Under Sec- 
retary of the Navy be told about this affair. This advice was taken. 

On June 19, 1953, I learned that the Hess subcommittee was inves- 
tigating the rocket-launcher procurement and I called your chair- 
man, Mr. Holifield and asked whether or not I should relay the infor- 
mation our company had on this matter to them. He advised me to 
come back to Washington and discuss this matter. On June 22 he 
advised me to bring this information to the attention of the Hess sub- 
committee. Mr. Holifield then arranged for me to see Congressman 
Hardy, a member of the Hess subcommittee. Subsequently I was 
subpenaed by the Hess committee and testified before them in execu- 
tive session on June 25, 1953. 

The Warren Stephenson episode is related under oath in the Hess 
subcommittee hearings. Later Mr. Stephenson was indicted for per- 
jury, I believe, but I do not know the outcome of that action. 

In July 1953, the Navy awarded 40,000 units each to Radiant Manu- 
facturing Co. of Chicago, Spray Con Co. of Chicago, and Century 
Industries. The unit prices were about $39, $42.30, and $45.50 re- 
spectively. In that procurement Century Industries was in a separate 
category as lead contractor and Navy agent, in a sense, to help the 
other contractors get into production. 

Our unit price was somewhat higher because I had figured in it a 5 
percent override for plant rental. To explain this, the Century In- 
dustries plant at San Pedro is a leased Government facility, the build- 
ings are now under Navy control, and the land leased to the Navy by 
the Los Angeles Harbor Commission. 
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I was operating under a rental agreement with GSA which, for a 
time—until June 15, 1954—had jurisdiction over the facility. a 
rental contract called for a fixed monthly rental of $2,000 per month 
plus 5 percent of gross sales up to $1.3 million and 1 percent there- 
after as additional rental each year to be paid to the Government for 
all production—and this was exclusively defense production. Since 
the Government was taking back in the 5 percent override part of 
what it paid me for production, I took account of that factor in my 
price for rocket launchers. 

In August a third seminar was held at the Century plant to bring 
up to date the changes and blueprints for production by the three 
companies. 

In the Century Industries production experience with 40,000 units 
for the Navy, we encountered some temporary difficulties which caused 
the Navy to reject, under their sample testing procedures, 6 lots of 
some 500 units each, or about 3,000 of the 40,000 units. I bring up 
this point because in the Hébert subcommittee hearings and in the 
press this difficulty was dwelt upon, and the impression was created 
that we were poor producers. 

Remember that we had done pioneer work on this launcher and 
showed the other companies how to produce. We spared no effort 
and no expense to overcome the production difficulties. I am satis- 
fied that the things we learned enabled us to improve upon the Aero 


6-A launcher and to develop a superior model—the MA-38—for the 
Air Force. 





Futhermore, you will find, if you investigate, that we were not the 
only company that had trouble in the Navy production. Another 
company produced launchers with defective parts which the Navy, I 
believe, had to repair at its own expense. 

And again on this point, the Navy finally accepted 4 of the 6 re- 
jected lots, after convincing itself upon retesting that they were ac- 
ceptable. In the meantime the Navy had caused great inconvenience 
to our company by refusing for a long time to negotiate on the dis- 
position of the lots in question, leaving them standing for months 
on the floor of the plant. 

At the end of 1954 the Navy entered into one final contract for the 
Aero 6—A launcher with the Radiant Manufacturing Co. on an ad- 
vertised bid. The unit price of the low bid was $23.95. My bid was 
$24.57 per unit, of which $1.17 was for additional rent. 

After that the Navy went to the 19-rounder—the Aero 7~-D—launch- 
er. ‘The low bidder for some 44,000 units was the Be & Ge Company 
of Gilroy, Calif. at a unit price of $90.51. My bid was about $117.50. 

As I said several times before, no production is yet in sight. Be & Ge 
Co. has, I am told by reliable sources, already asked for about 80 
changes of modifications to the production drawings and specifica- 
tions. I am also told that the agreement has been reached between 
Be & Ge and the Navy, either informally or formally, to increase the 
unit price above that price quoted by Century Industries as well as 
several other bidders on the same invitation. 


These are the highlights of my experience with the Navy and Air 
Force rocket-launcher program. 

[ hope your committee will be able to investigate, from every angle, 
the rocket-launcher programs of both the Navy and Air Force, As a 
specific area of Government procurement, this will be instructive to 
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your committee and to the Congress. It should lead to a strengthen- 
ing of procurement procedures, fairer dealing by the Government and 
healthier business relationships. 

I will be happy to answer any questions you may have. 

Thank you, gentleman. 

Mr. Houirietp. Thank you, Mr. Babbitt, for your statement. 

Are there any questions ? 

Mr. Morgan, I believe you have gone through this series of contracts 
and files on this. Will you please question the witness? 

Mr. Morcan. First I would like to ask a few questions in the area 
of proprietary rights. Mr. Babbitt, you claim in your statement that 
the MA-3 launcher was developed by Century Industries, at their— 
Century Industries—own expense. 

Mr. Baseirr. That is right. 

Mr. Morean. And that you previously notified the Air Force that 
you claim this to be a proprietary item of Century Industries Corp. ? 

Mr. Bassrrr. Definitely. Many times. 

Mr. Morgan. In what manner did you put the Air Force on notice? 

Mr. Baserrr. In writing, in transmittal letters, when giving them 
confidential material as to the drawings and processes, and in an actual 
brief in August 1955, pointing out the various points in our contract. 

Mr. Morgan. Approximately how many times would you say you 
have mentioned this or called this to the attention of various individ- 
nals in the Air Force? 

Mr. Bagsrrr. About 30 times, at least. 

Mr. Morcan. To whom did you bring this claim of a -proprietary 
item ? 

Mr. Bassirr. The contracting officers, the administrative contract- 
ing officers, the commanding people, the Judge Advocate General's 
representatives, the Under Secretary of the Air Force and the Secre- 
tary of the Air Force, and the Assistant General Counsel of the Air 
Force. 

Mr. Morean. By “the commanding people,” do you mean the com- 
mander of the Air Materiel Command ? 

Mr. Baserrr. The commander of the Air Materiel Command and 
his men. 

Mr. Morcan. Was this item that you called Smiley, I believe, offered 
at any time to the Navy ! 

Mr. Baserrr. Yes, it was offered to the Navy in April 1954. 

Mr. Morcan. What was their response to your offer / 

Mr. Bassirr. The Navy Department rejected the offer, giving as the 
reason that wherever possible, it declined to deal in proprietary items, 
preferring only to deal in items it was free to farm out to any other 
manufacturer on a competitive basis, and that at the present time it 
had items under development which were, in its opinion, better, and 
thanked me for my interest, and it was signed by Admiral Soucek, 
commander of the Bureau of Aeronautics. 

Mr. Ropack. Do I understand the Navy assumed that was a proprie- 
tary item ? 

Mr. Bassrrr. No, in the offer made to the Navy, we told them it was 
a proprietary item. They looked at it and it was examined by the 
Armament Division of the Bureau of Aeronautics, and it had been rec- 
ommended for procurement or was turned down because it was a 
proprietary item. 
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Mr. Morgan. When the Air Force let a contract for this launcher 
with other companies, or at least other companies bid, that you say was, 
in effect, ignoring your claim for proprietary rights; now, has the 
Air Force ever stated a position to you that they purchased, you might 
say, the rights for this thing when they purchased the launchers? 

Mr. Bassrrr. Subsequently when we made our claims in a meeting 
they said they felt that under certain phases of the contract they had 
purchased the rights. 

Mr. Hottrrevp. Will you please identify this item ? 

Mr. Bassrrr. The MA-3 rocket launcher. 

Mr. Rosack. Is this a matter of dispute over terms in a contract ? 

Mr. Bassirr. No, it isn’t a matter of dispute. In any way in terms 
of the contract it was definitely stated to the Air Force, we were giving 
them an item in which we had proprietary rights, and they had no 
rights of reproduction. They pointed to a clause in one of the printed 
items which we discussed with them and said this gave them the right 
to reproduce the launcher. 

Mr. Houirteitp. To reproduce the launcher or the drawings and 
specification ? 

Mr. Bassrrr. To reproduce the drawings and specifications as well 
as the hardware. 

Mr. Rosack. Did it follow if the Air Force let a contract to another 
company, that under their interpretation the other company was en- 
titled to come to you and get additional information for production 
purposes / 

Mr. Bassrrt. No, it didn’t follow. They assumed that. It had 
never been agreed upon. 

Mr. Rosackx. Had any company ever come to you for any infor- 
mation ? 

Mr. Baserrr. Indirectly the Air Force came to me for additional 
information as to our technical processes, which we refused, since it 
was proprietary and part of our commercial knowhow, our secret 
weapon, as it were. 

Mr. Rozack. Mr. Babbitt mentioned in his testimony that $35,000 
was paid by the Navy for the prints and the processes for the Aero—-6-A 
that the Navy had in procurement. Now what did they buy in that? 

Mr. Bassirr.. They bought a plastic process of impregnation, and 
a method of putting together the Navy launcher. 

Mr. Ropack. Did the Air Force assume, when it made its contract 
with you, that they were buying what the Navy bought? 

Mr. Basstrr. No, sir. It was definitely different. In the prelimi- 
nary prototype tests, where we had supplied without cost to the Air 
Force samples for their tests at the Armament Air Force Center, it 
was stated in their report that there was a comparison test between 
the Navy Mark 16 modification O and the Smiley rocket launcher 
developed by Century Industries of San Pedro, Calif., designated as 
the MA-3, in these preliminary tests in 1954. So at that time, or at 
any time, there could be no confusion they were buying anything that 
had already been purchased by anyone else, or were buying anything 
at all, but were testing certain things. 

Mr. Hottrretp. Was your claim for a patent on the MA-3, or on 
the later model] which vou sold to the Air Force ? 
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Mr. Bassrrr. The MA-3 is the model we sold to the Air Force. 
The Aero 6-A was a Navy model and was entirely different. It was 
on the MA-3, the design and specifications. 

Mr. Ho.irrerp. You had applied for a patent on the MA-3? 

Mr. Baseirr. That is right. 

Mr. Hottrrerp. This was the patent you referred to as being 
granted 

Mr. Baseirr. December 31, 1956, of which we were notified in 
January 1957. 

Mr. Ho.tirtrerp. Prior to the granting of that patent, and when the 
offer to bid was issued by the Air Force, did they reproduce your 
drawings and specifications which you had submitted to them on 
your bid? 

Mr. Bassirt. Yes, they did. 

Mr. Hotrrretp. And distributed them, and if so, to whom? 

Mr. Bassirr. They distributed to the open bidders list, about 360 
manufacturing companies in the entire country. 

Mr. Rosackx. Was that considered by you a violation of your 
contract ? 

Mr. Bassrrr. Definitely. We immediately called it to the attention 
of—I believe it was Under Secretary Roger Lewis, on July 22, 1955, 
when we found that prints and specifications had been reproduced 
and mailed throughout the country on July 18, 1955. See pp. 632, 
633.) 

Mr. Ropack. When you entered into the contract with the Air 
Force, did you have behind you an understanding of your experience 
with the Navy and did you think that you were taking steps to pre- 
vent any question as to whether you were conserving these rights 
under the contract ? 

Mr. Baszstrr. Oh, yes. I definitely felt that way; because in the 
experience with the Navy, whereas the initial developer in good faith 
for a token sum was selling certain process rights developed with the 
Navy rocket launcher, and the bad experience I had, I wanted to be 
extremely careful, that in any future dealings, everything was spelled 
out, that everything was said, with nothing left unsaid. 

Mr. Rosack. Do you have a documentary interchange with the Air 
Force on that point ? 

Mr. Bassirr. Yes, sir; I have. 

Mr. Rosack. Would you supply that to the subcommittee ? 

Mr. Baserrr. I will be very happy to supply it. I have some with 
me and some in my Office. 
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(The information is as follows :) 


BID 4008 
JULy 19, 1954. 
Bid proposal covering Century Industries Corp. [/2.75-inch rocket launcher 
model III Smiley 


f/2.75 feet rocket launcher model III Smiley Totat 
Item 1. 100,000 or: more at $00.02... 21 eee ee $3, 662, 000 


Item 2. Engineering data in accordance with table III. The design 
drawings and engineering data of Century Industries Corp. f/2.75- 
inch rocket launcher model III Smiley are the property of Century 
Industries Corp. and are covered by patents pending____-____--_- 

Revisions, changes, etc., that may appear desirable at a later 
date will be prepared by Century Industries Corp. 

Item 3. Technical data in accordance with MCMTT exhibit No. 1-15 
on Operations and Service publications in accordance with specifi- 
eation MIL—H-5397A will be prepared for delivery with the first 
production deliveries. Proof copy in the form of negatives will be 
submitted for discussion and approval at least 30 days prior to 
the first production deliveries. Revisions to keep this publicaiton 
current will be prepared at intervals of 90 days, if required. It 
is anticipated that Operation and Service publication, only, will be 
required in view of the absence of overhaul and maintenance re- 
quirements for this launcher. 1 set of negatives and repro- 
ducible copy for the above, in accordance with MIL—N-4350, MIL— 
H-G474A, and: MIL-H-44104.. 220 i ea eo Ls 1, 745 

Item 4. Preservation, packaging (domestic). Century Industries 
Corp. will supply item 1 Smiley packaged as follows: 

(a) Smiley center sections only, packaged 1 unit each in a 
heavy cardboard carton, sealed with moisture sealing tape. Ap- 
propriate cardboard, felt, and wood dunnage will be provided in 
the carton to protect the adapter from damage due to handling 
and shipping. 

(b) Smiley sustension members, packaged 1 set of hangers 
each in a heat-sealed, vapor-proof envelope, in a light cardboard 
earton. 1 wood box will contain 40 (4) cardboard cartons of 
hangers. 

(c) Smiley fairings, packaged 20 (2) fairings per cardboard 
carton, sealed and packaged with dunnage as in (@) above, plus 
a wood box overpack for each fairing carton. 

Materials, assembly methods, tapes, markings, etc., will be in . 


accordance with existing military specifications covering this type 
DOCKAGING.. 20. ntitsciecas oe tiesiesl wae tebe tila. ee () 


DELIVERY, F. 0. B. POINT, TERMS, ETC. 


(1) Delivery: 5,000 units 45-60 days after receipt of signed contract; 10,000 
units 30 days thereafter ; 20,000 units per month until completion. 

(2) F. o. b. point: Our plant, carrier’s equipment for item 1. Item 3 to be 
in accordance with MCMTT exhibit No. 1-15. 

(3) Terms. Net. 

(4) Inspection and acceptance: Contractor’s plant, 1600 Wilmington-San 
Pedro Road, San Pedro, Calif., for item 1. Item 3 per specification MCMTT 
exhibit No. 1-15. 

(5) No Government financing will be required. 

(6) Approximately 50 additional employees will be needed which will main- 
tain the aggregate number of employees in the firm and its affiliates under 500. 

(7) Subcontracting is estimated at less than 5 percent. 

(8) We have not retained nor employed any person (other than a full-time 
bona fide employee working solely for our firm) to solicit or secure the pro- 
posed contract. We have not paid or agreed to pay any fee, commission, per- 
centage or procurage fee to any person or company, contingent upon or resulting 
from the award of the proposed contract. 

CENTURY INDUSTRIES CoRP., 
I. L. Bassitr, President. 


1 Included in item 1 price above. 
94005—57——_10 
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CENTURY INDUSTRIES CoRrP., 
San Pedro, Calif., August 20, 1954. 
Subject: Request for proposal No. 144523. 
HEADQUARTERS, AIR MATERIAL COMMAND, 
Wright-Patterson Air Force Base, Ohio. 
(Attention Mr. John C. Powell, MCPEA-M.) 

GENTLEMEN: This letter is in answer to your letters of August 3 and 11, 1954, 
dealing with the proposed procurement of 100,000 each, launchers, rocket, air- 
borne, type MA-3. With more specific reference to your letter of August 3, para- ~ 
graph 7, we would advise as follows: 

(a) Paragraphs 1 through 3 of this letter are an accurate description of the 
proposed contract, less the rental clause, amendment to exhibit No. WCL-—755, 
and provisions for bailment, test equipment, and facilities which may be neces- 
sary, except: 

1. Paragraph 2: Delivery specifications. 

A. Delivery schedule: Due to the 2 months estimated for WADC tests as 
referred to in your last paragraph of your letter of August 11, the delivery 
schedule must be changed to read: 


500 units within 60 days after receipt by us of a duly signed contract. 
4,500 units 60 days after approval of first item tests. 

10,000 units 30 days thereafter. 

20,000 units per month thereafter until completion. 


B. Packaging: This is covered under paragraph 5.1 of exhibit WCL—-755 as 
amended by AMC Forms 163 (with continuation page thereto) and 163C. 
(Exhibit copies which have been given to us are dated June 21, 1954, not 
June 23, 1954, as stated in your letter of August 3.) When at Wright-Patterson 
Air Force Base on July 20, the writer was given by Mr. Robert Beck, AMC, 
forms 163 and 168C. On form 163 under 1 (a) was written: 

“Item 1: Method IIb in container to conform to Specification JAN-—P- 
108.” 

At that time, after receiving AMC Form 163 referred to above, dated July 22, 
1952, Mr. Beck was shown our drawing RD12-3799 (a copy of which is herewith 
enclosed), which was our understanding of this type of packaging. We were, at 
that time, given to understand that our drawing covered the type of packaging 
specified, and it was on this basis that we established our price. Enclosed with 
your letter of August 3 was a copy of AMC Form 163 dated March 138, 1953, on 
which, under 1 (a), was typed: 

“Ttem 1: Method IIb, One (1) each, in contained conforming to Specifi- 
eation JAN-—P-108.” 

Inasmuch as we had based our price on placing 4 rocket launchers in a con- 
tainer, conforming to JAN-—P-108, as pictured on the enclosed drawing, and 
because we are now limited to 1 rocket launcher in a container (as called out 
on AMC Form 163 which was enclosed with ycur letter of August 3), the mate- 
rial and labor costs of packaging are considerably increased. Based on bids and 
estimates which we have received from qualified packaging concerns and mate- 
rial suppliers, there is indicated a packaging cost per launcher of $9.45. The 
material cost, alone, indicated in these bids is $6.88. We, therefore, respect- 
fully request that packaging as indicated in your letter of August 3 be set up 
as a separate item in the contract. 

2. Paragraph 3: Forms. 

A. PARO Form 9-4. Patent rights: This form does not seem to be applicable 
since the contract under discussion is not an experimental, developmental, or 
research type. 

B. PARO Form 9-7. Copyright: This form does not seem to apply since the 
item covered in the proposed contract was developed by Century Industries 
Corp., paid for by Century Industries Corp., and is considered an off-the-shelf 
item by Century Industries Corp. 

C: MCP Form 71-512. Partial payments: MCP Form 71-512 was first re- 
ceived as an enclosure with your letters of August 3. Progress payments as 
described on this form seem to be in variance with all discussions that were 
held with contracting personnel. We had discussed the clause as it appears 
in our latest contract with the Navy, NOA (s) 54-145-f, section I, and as it 
appeared in our previous contract NOA(s) 53-520-f. This clause reads as 
follows: 

“P17-3 “Section I: Progress payments. 
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“(a) Progress payments: To the extent permitted by applicable statutes 
aud as long as the Contractor is not in default hereunder, the Government 
shall make progress payments on account of the contract price from time to 
time as the work progresses but not more frequently than once every two 
weeks, upon presentation of invoices approved by the cognizant Naval In- 
spector. Each such invoice (i) shall show the total costs incurred by the Con- 
tractor in the performance of this contract to date of submission of such 
invoice and (ii) shall show separately the costs incurred by the Contrac- 
tor since the submission of the last preceding invoice. Payment shall be 
made in an amount equal to seventy-five percent (75%) of the costs in- 
curred by the Contractor during the period covered by (ii) above, pro- 
vided that the aggregate amount of outstanding and unliquidated progress 
payments shall not exceed eighty percent (80%) of the aggregate contract 
price of the items remaining to be delivered by the Contractor and accepted 
by the Government under this contract, including changes and amendments, 
if any. 

“(b) Final payments: The Contractor shall be paid, upon the submis- 
sion of properly certified invoices the unit prices stipulated herein for ar- 
ticles delivered or services rendered, and finally accepted, less deductions 
as herein provided. In making final payment on each such invoice the 
Government shall, for the purpose of liquidating progress payments hereto- 
fore made, deduct from the total amount of each invoice submitted pursu- 
ant to this paragraph (b) whichever of the following amounts is smaller: 
(i) An amount equal to the total of all unliquidated progress payments; or 
(ii) an amount equal to seventy-five percent (75%) of the unit prices of 
such articles or services as are finally accepted and for which final pay- 
ment is being made pursuant to the provisions of this paragraph (b).” 

We, therefore, respectfully request that the above clause be used in place 
of MCP Form 71-712. MCP Form 71-512 had never been discussed, and the 
only point at issue on the subject of progress payments had been one of per- 
centage which was resolved and 75 percent progress payments were agreed 
upon. 

(b) Paragraph 4: Rental clause. 

In reference to paragraph 4 of your letter of August 3, regarding the rental 
clause, we would advise that the amount of $111,750 referred to has already 
been deducted from the original price of $3,975,000 in arriving at the agreed 
price of $3,662,000. In establishing the reduced price we had already taken this 
into consideration and assumed that since the Nayy had taken over the facility 
from the GSA as of July 1, 1954, they would remove the percentage of gross 
sales portion of our lease which we had included as an item of cost in our 
original bid. Therefore, the rental clause as it concerns the $111,750 is not ac- 
ceptable because it no longer applies. However, we have included $24,000 as 
normal rent. If this is the item you are referring to, then the clause on page 
1 of contract NOA(s) 54—-145-f is acceptable. 

(¢) Paragraph 5: Amendment to exhibit. 

\. In reference to paragraph 5, letter of August 3, which deals with exceptions 
taken to exhibit No. WCL—755 in our letter dated July 14, we note that in listing 
those paragraphs on which WADC grants requested deviations, you have in the 
fourth line of this paragraph repeated paragraph 3.3.1. We assume that this was 
a typographical error and that you meant 3.5.1. 

B. With reference to paragraph 4.3.4.4 wherein WADC approves the requested 
range of release loads with the stipulation that the “suitable gage” referred to in 
our letter of July 14 shall simulate a 2.75-inch rocket in length and nominal 
diameters. The suitable gage which we had intended was a mechanical and 
electronic device which would indicate the amount of projection of the detent 
into the tube and measure the force necessary to depress the detent. These 
figures compared with a translation chart would give us the reading, in pounds, 
of the indicated release load. As you have described a suitable gage, it would of 
necessity mean an actual rocket. In paragraph 4.3.4.3 of the subject exhibit, 
the test indicated proves that the launcher will assure adequate clearance for 
loading the 2.75-inch rockets. This requirement which is a standard part of the 
individual tests seems to indicate to us that the device we have described above 
to act as a suitable gage would and should adequately cover the requirements in 
paragraph 4.3.4.4. 

If this is not the thinking of WADC then the detent pull tests, by remaining as 
individual tests through the first 5,000 units, will require the use of 3,600 addi- 
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tional man-hours above normal manufacturing and inspection time, plus 5,000 
© 75-inch FFAR rockets, dummy, inert stores. The performance of these tests 
alone, as indicated, will entail a charge of approximately $19,600. Since this is 
a charge applicable only to a portion of the items to be contracted for, we, there- 
fore, respectfully request that it be made a separate item in the contract. 

C. The reason offered for not granting the deletion requested for paragraph 
3.3.11; 

“* * * the humidity tests cannot be removed, since the equipment must be 
able to withstand use and/or storage under adverse climatic conditions.” 
Under 3.3.11, of the exhibit, the humidity requirement refers, in principle, to 
long-term storage under adverse climatic conditions and since the packaging 
instructions and testing requirements as expressed in MCP Form 163 and 1638C 
definitely assures adequate coverage of the humidity tests, we feel, therefore, 
since the humidity tests will be conducted with the launcher as a packaged unit, 
this should suffice and not be duplicated. For the use of the rocket launcher 
under adverse climatic conditions, adequate tests have been provided for under 
paragraph 3.3.11, subheads (a), (b), (e), and (f), which will definitely prove 
whether or not the unpackaged rocket launcher can withstand these adverse 

climatic conditions. 

D. The reason offered for not granting the waiver of the first item tests under 
paragraph 4.3.1: 

“* * * partly because it is desired to check your design changes arising 
from the test program at Eglin Air Force Base.” 

These modication recommendations were as follows: 

1. The stop shoulder at the detent latch be redesigned to prevent over- 
riding of the detent by a rocket. 

2. A more positive method be developed to fasten the fairing to the center 
launcher section. 

3. The launcher metal reinforcing bulkheads be strengthened. 

In our discussions with Mr. John Balch,, Mr. Beck, and Lieutenant Davis in 
April and June, we understood that because of the elaborate testing of our MA-3 
launcher which had taken place at Eglin Air Force Base, Fla., and because the 
changes, recommended in the report, had been completed and discussed with Mr. 
Balch and Lieutenant Jacobs, that preproduction as well as the first item tests, 
as they concerned Century Industries production would be waived. 

In your letter of August 11 you stated that— 

“Wright Air Development Center will in all probability elect to conduct 
the first-time tests specified in paragraph 4.3.1, which could consume as 
much as 2 months’ time.” 

Century Industries Corp. had intended, and were instructed that they were 
expected to conduct all the required tests under the supervision of the cogni- 
zant Air Force inspector at their own facility. These tests and the approvals 
were planned to occur concurrently with our production and coordinated with 
our delivery schedules. This apparent change in thinking will result in a time- 
lag caused by waiting for the test results from WADC: secondly, it will cause a 
definite production halt during this period as well as a timelag in our original 
estimated delivery schedule. There will be excessive additional costs, to Cen- 
tury Industries as the contractor, because of the continued overhead and G. and 
A. expenses, as well as the loss of trained manpower during the enforced wait- 
ing period. 

No provision has been made for payment of the test units which will have to be 
delivered, nor has provision been made to compensate us for the excessive addi- 
tional costs caused by the enforced waiting period. We, therefore, respectfully 
request that an additional clause be added to the contract to compensate us for 
these costs: 


thet SE ke eee Se: Saks tle re ile ae $36. 62 
2. Enforced 60-day waiting period and reactivation of production__ $241, 500. 00 
BH. In paragraph 5 of your letter of August 3, the reason for not granting the 
requested correction in paragraph 4.3.8 “Retest” is: 
“WADC is unwilling to relinquish its right to approve modifications and 
remedial actions.” 
In paragraph 4.3.7 the Government establishes remedial action as required. 
Therefore, we are not asking the Air Force to relinquish its right to approve 
the modification of our product but we are asking the Air Force not to have 
the contractor relinquish his rights of repair and remedial action and the privi- 
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lege of offering the samples for retest without waiting. Any loss of time can 
and will create serious hardship and excessive expense as relates to storage 
space, Manpower, production and delivery schedules. 

(d) Paragraph 6: Test equipment and facilities required. 


Oven (high temperature test) safety and control accessories_______ $1, 500. 00 
Freezer (low temperature test) safety and control accessories_______ 3, 000. 00 
Water cabinet (rain test) safety and control accessories_______.__._____ 1, 000. 00 
Tension rack (load tests) hydraulic load applicators, safety, control 

RTT WAICRLE a CE es pieces shaadi eeemienecd 1, 200. 00 
Holding rack (detent release load) lever load applicators, indicating 

equipment, safety and control accessories____.________-___-_-_---__ 700. 00 
Vibrators, 2 each (vibration tests), with controls__........._______ 6, 000. 00 
Chamber (humidity test) equipment gages, safety, and control 

ROCCMDO NIG sein ins eisinsad dtm ani i ee ee 11, 000. 00 
Tunnel (sand and dust test) air lines, applicators, indicating equip- 

ment, safety and control accessories... 2. 6. eee ene 1, 500. 00 
DRA CIIEOIR TO ii ices i cn ul ts opines ab aikin Mateo menam ste _.. 1,200.00 
TO ests niiecenesiietapeamnentaal ta Natit a ate tps tg iain ek ca cate tel oe el he 6, 000. 00 


5,000 each 2.75-inch FFAR rockets, dummy, inert stores 
450 each 2.75-inch FFAR rockets, dummy, inert stores 

1 set HVAR flash mounts for each type of aircraft 

1 set bomb racks, type MA 4 

1 set of F 86 suspension equipment 

1 set of F 84 suspension equipment 

1 aero 14B combination bomb rack and rocket launcher 

1 bomb lug strew-in type for tandem 14-inch suspension 


Referring to your letter of August 11, second paragraph, regarding the ex- 
plosive squib, we would advise that it is not feasible to replace this squib be- 
cause the entire front hanger assembly is unusable after firing. It might be 
feasible to replace the entire front hanger assembly, providing there had been no 
damage to the rocket launcher as a result of the ground jettison test. 

In all the foregoing explanations and clarifications we are definitely standing 
behind our price of $36.62 per unit as bid. In our discussions with pricing and 
contracting personnel it was understood, however, that it might be necessary to 
add separate clauses to the contract, in order to take care of any extraordinary 
requirements that might be dictated by the exhibit which was prepared by 
WADC. 

Through all these negotiations we have bent every effort to cooperate to the 
fullest extent with the Air Force. It has been, and will continue to be, our sin- 
cere desire to give full measure of value for every dollar spent with our com- 
pany. 

We hope that this letter has cleared up all the questions that were unanswered 
at the time of our last meeting and will result in the issuance of a contract at 
the earliest possible date so that we can fulfill delivery promises made to va- 
rious people in the Air Force. 

Very truly yours, 

CENTURY INDUSTRIES CoORP., 
IrvING L. BAssirt, President. 


FEBRUARY 3, 1955. 
Subject: Transmittal of one complete set of prints for Smiley, under contract 
AF33 (600) 28547. 
HEADQUARTERS, AIR MATERIEL COMMAND, 
Wright-Patterson Air Force Base, Ohio. 4 
(Attention Mr. J. C. Powell, MCPEA-—M contracting officer. ) 


DeaR Mr. POWELL: We are herewith loaning you one complete set of prints 
for Smiley, for your use during the operation of contract AF33(600) 28547. 
It is understood that these will be returned to us at the conclusion of the 
eontract. 
Very truly yours, 
CENTURY INDUSTRIES CORP., 
Irvine L. BaAssitr, 
President. 
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MakcH 31, 1955. 


Subject: Transmittal of one complete set of Van Dykes and blue line prints. 
HEADQUARTERS, AIR MATERIEL COMMAND, 
Wright-Patterson Air Force Base, Ohio. 


(Attention Mr. John C. Powell, MCPEA—M contracting officer. ) 


DrAr Mr. Poweti: Under date of March 10, 1955, the Air Force inspector, Mr. 
John Elder, prepared a DD250 for transmission of 1 set of direct reading paper 
Van Dyke negatives, and 1 set of proof blue line prints in accordance with item 2 
of contract AF33 (600) 28547. 

The writer was out of town at the time and is concerned that the material 
reached you, or code MCSIF in good order. We would appreciate a reply from 
you in this regard. 

It is understood that these will be returned to us at the conclusion of the 
contract. 

Very truly yours, 
CENTURY INDUSTRIES CORP., 
IrvING L. BABBITT, 
President. 


HEADQUARTERS, ATR MATERIEL COMMAND, 
Wright-Patterson Air Force Base, Ohio, April 11, 1955. 
Subject : Contract AF 33 (600) 28547 
Through: Chief, Los Angeles Air Procurement District, San Bernardino Air 
Materiel Area, Post Office Box 2642, Terminal Annex, 1206 South Maple 
Avenue, Los Angeles, Calif. 
To: Century Industries Corp., 1600 Wilmington-San Pedro Road, San Pedro, Calif. 
(Attention: Mr. Babbitt, Mr. Neal.) 


1. In answer to Mr. Babbitt’s letter dated March 31, 1955, this headquarters 
wishes to advise that your drawings have been received in good and acceptable 
condition by MCSIF. It is not, however, the Government’s understanding that 
these drawings will be returned to you at the conclusion of the contract—unless 
Mr. Babbitt referred to those drawings lent to the Armament Laboratory in early 
February 1955. The buyer has requested the laboratory to return that set to 
you. 

2. Mr. Neal’s letter dated April 5, 1955, asked assistance in obtaining aluminum. 
Contractors are required to obtain the assistance of their administrative contract- 
ing officers in such cases. It is believed that Mr. von Lunenschloss is already 
aware of this problem, and, if necessary, will contact the industrial resources 
division of this command. 

For the commander: 


AprIt 18, 1955. 
Subject: Contract AF 33 (600 )-—28547. 
CENTURY INDUSTRIES CoORP., 
San Pedro, Calif. 


GENTLEMEN: Enclosed is the set of drawings which you provided for the use 
of the Armament Laboratory. These are being returned to you since the Labora- 
tory now has copies of those drawings which you submitted under item 2 of 
subject contract. 

Your cooperation in loaning this set of drawings is greatly appreciated. 

Sincerely, 


JACK J. SLAMER, 
Deputy Chief Mechanical Equipment section, Accessories Branch, Aero- 
nautical Equipment Division. 
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JULY 1, 1955. 
Subject: Transmittal of one complete set of revised Van Dykes and Blue Line 
Prints for Smiley under contract AF33 (600) 28547. 
HEADQUARTERS, ATR MATERIEL COMMAND, 
Wright-Patterson Air Force Base, Ohio. 
(Attention Mr. Ralph B. Brinkman, MCVPEA-—M Contracting Officer, via: 
Mr. C. F. von Lunenschlose, Contracting Officer, LAAPD.) 
GENTLEMEN: We are herewith transmitting one complete set of first revision 
prints for Smiley, under contract AF33 (600 )-2S547. 
It is understood, since this is a proprietary item, that these prints will be 
returned to us at the conclusion of the contract. 
Very truly yours, 
CENTURY INDUSTRIES CoRP., 
Irvine L. Baseirr, President. 
P. S.—Please sign the attached print and specification agreement and return 
to us. 
Nore. Drawings mailed direct per G. Ganz instructions, July 13, 1955. 
S. G. 


PRINT AND SPECIFICATION SECURITY AGREEMENT 


Wes aw ws Soins ated tes ceeelo tee Sheena _ do, hereby acknowledge receipt 
from Century Industries Corp., San Pedro, Calif., on this _._.._._._._---_-_____ day 
OF thdsweent ae _....._._..., 195__, of a set of its drawings relating to 


Lee ., and numbered, dated, and otherwise identified 


as follows: 

We do hereby acknowledge that the above identified drawings, and all subject 
matter thereof, are the property of Century Industries Corp., San Pedro, Calif., 
and are maintained by it under “Confidential” status and classification within 
its own organization, as a proprietary article of the corporation. We acept the 
drawings subject to that condition and status, and do hereby agree to make 
no use of them, or of their subject matter, for the benefit of either ourselves 
or others, and not to communicate them or their subject matter to anyone 
outside of our organization, without the written consent and permission of 
Century Industries Corp., San Pedro, Calif., having been first obtained. 


Signature 


(Above form was attached to transmittal of all prints to Air Force and Air 
Force did not acknowledge or return this form as requested C. J. C.) 

Mr. Morean. Mr. Chairman, I wonder if Mr. Babbitt could give us 
exactly what items were called for in the Air Force contract, in addi- 
tion to the 100,000 launchers. 

Mr. Bassirr. The items called for in the contract, in addition to the 
100,000 launchers, were: 

(1) Engineering data at no cost to the Government. 

Technical data, which are manuals, at a cost of $1,745, and special 
tooling, at a cost of $14,600. The engineering data described would 
principally complete drawings of the launcher in full detail and such 
revisions as required to keep the same current, as changes were made. 

The technical data were principally instructions for the support of 
the equipment and also cards for keeping logistic track of each of the 
launchers. 

Mr. Morean. Did Century Industries at any time sign a standard 
waiver of confidential disclosure form tendered by the Air Force? 

Mr. Bassirr. At no time did they, but I in fact sent notice that all 
data being supplied was confidential and not to be reproduced in any 


pe without specific permission of Century Industries, San Pedro, 
alif. 
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Mr. Morean. Did your contract contain any clause taken from the 
armed services procurement regulations, relating to background in- 
ventions ? 

Mr. Bazsirr. No; they did not, that I can recall. 

Mr. Morcan. You mentioned that a patent had been granted on this 
launcher. Will you explain that a little further? Is that a patent to 
you or to Century Industries or to an employee of Century Industries, 
or just what is the arrangement ? 

Mr. Bassrrr. The arrangement is that the director of engineering 
applied for it in person and assigned it to Century Industries Corp., 
which is a normal procedure in patent application, since patents are 
granted to an individual and then assigned to the corporation. 

Mr. Morcan. When did you receive notice of that patent’s being 
approved ? 

Mr. Bassirr. I received notice of that on January 9, from our at- 
torneys, which indicated that it was granted December 31, 1956. 

Mr. Morean. Do you have a copy of that notice ? 

Mr. Bassirr. I have a copy of the letter which I received from my 
attorney. 

Mr. Hotirretp. Supply that for the record, please. 

Mr. Bassrrt. I will supply it. 

(The information is as follows :) 


Los ANGELES, CaALir., January 4, 1957. 
Re application serial No. D—30,244, rocket launcher design. 
Mr. Rosert F.. KEvuPEr, 
Century Industries Corp., 
San Pedro, Calif. 


DeaR Mr. KevupPer: We are very pleased to inform you that we have just 
received the decision of the Board of Appeals of the United States Patent Office 
in the above matter and that the Board has reversed the examiner’s decision 
in rejecting the application. We will receive a formal notice of allowance 
within a reasonable time whereupon we can pay the final Government fee and 
have the patent issued. 

We understand that you now have a controversy with the Government rela- 
tive to a claim for damages for rocket launchers manufactured by others and 
furnished to the Government on its specifications. The favorable decision regard- 
ing the patentability of the design should be of assistance in that controversy. 

A copy of the decision is enclosed herewith. 

Yours very truly, 
Hazarp & MILLER, 
By A. D. MOcCKABEE. 


Mr. Rozack. Do you have reason to believe the Air Force has 
withdrawn manufacture of this item in response to your assertion of 
the claim ? . 

Mr. Bapzperrr. No, I am completely at a loss as to the reason for the 
abandonment. The claim originally for this was made in July and 
August 1955 and served again on the Secretary of the Air Force in 
April 1956. These latest negotiations started in November 1956. 
They had full cognizance and knowledge, with official documents, the 
latest of which was April 1956. 

Mr. Morean. Mr. Babbitt, does your patent apply in any way to 
any of the parts or features of any other launchers besides the MA-3? 

Mr. Baserrr. In reviewing some of the prints on the 7—D, 19-round 
launcher, we think, and until we look at it very closely, that there 
may have been some infringements on the patents granted. 
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Mr. Morean. Have you notified the Navy Department, or any con- 
tractor at present working on that launcher, of this ? 

Mr. Baserrr. No, we have not until we make a thorough check of 
the drawings as against the patent grants and since these were just 
recently granted we haven’t had the c chance to fully study. 

Mr. Morcan. Mr. Chairman, I have no further questions on this 
item. 

If there are any questions before I go into another area I will be 
glad to hold up. 

Mr. Hortrrevp. Are there any questions ? 

If not, go ahead. 

Mr. Morcan. On the present Navy contract for 44,000 aero 7T—D 
launchers, do I understand you did submit a bid on this procurement ? 

Mr. Basstrrr. Yes, I did. 

Mr. Hottrterp. Is this the 19-rounder we are talking about? 

Mr. Basstrr. This is the 19-rounder, sir. 

Mr. Morean. Will you again tell us your unit price on that? 

Mr. Baserrr. $117.50, I believe. 

Mr. Morcan. Who received the subsequent award ? 

Mr. Bassirr. The B G Co., for $90.51. 

Mr. Morean. Do you have with you a copy of the invitation for 
bid circulated by the Navy on that contract ? 

Mr. Basstrr. Yes, I do. 

Mr. Morcan. Would you tell the committee what delivery schedule 
is called for in that invitation ? 

Mr. Bassirr. The delivery schedule: 150, August 1956; October- 
November, 1,000; 3,000 in December. 

Mr. Hortrrevp. A little slower, please. 

Start over. 

Mr. Morean. August was 150. 

Mr. Baserrr. 150. 

Mr. Morcan. September ? 

Mr. Bapsrrr. They say nothing in September. 

Mr. Morean. October-November ! 

Mr. Baserrr. 1,000. 

December, 3,000. 

January 1957, 5,000. 

February, 6,000. 

March, 8,000. 

April, 8,000. 

May, 8,000. 

June, 5,115. 

Mr. Ropack. May I interject there? Are these delivery schedules 
contingent upon the delivery of the preproduction samples or is this 
schedule firm, including the time for preproduction samples? 

Mr. Banerrr. The time from preproduction to the granting of the 
contract samples and the testing was to be completed by August, as 
we understand from the specifications, 1956, whicli is 150 units. 

Then these 150 units are sent to the Navy, who then may perform 
additional tests on it, to satisfy themselves that the item was accept- 
able. 

Mr. Rorack. If they failed to deliver on the preproduction samples, 
of course they would have no rocket launchers, but does that delin- 
quency go against the delivery for production items? 
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Do you understand my question ? 

Mr. Baserrr. I think I get it. 

Mr. Rosack. Let me restate the question. 

Suppose the Navy gets a preproduction sample and says, “Well, we 
will call this not a preproduction sample; we will call this a learner 

sample.” 

Suppose it fails in the test and they take a year to determine that 
they are learning until they call it a preproduction sample, you could 
extend the contract indefinitely, could you not ? 

Mr. Bansrrr. That is right, and the follow-on production will be 
extended from then on. 

Mr. Morean. Do you mean this delivery of 1,000 items in October 
and November is contingent upon successful completion, delivery, and 
testing of the 150 in August ? 

Is that your understanding? Does it state that in the invitation ? 

Mr. Basesirr. No; it states that it will have to be accepted and they 
would have to have time for it to be accepted. The Navy and the 
procuring agency immediately feel that the item that the produetion 
prints were ‘issued that was bid on, would be a successful item. So 
they only allow the time necessary to complete tests. 

Sometimes if there is a failure, they naturally will not be able to 
let them continue with the production until, they correct the failures. 

Mr. Morean. This was a production contract and the specifications 
and drawings and the invitation so stated that this was a produc- 
tion item ? 

Mr. Bassirr. It was definitely a production item, and was signed 
off by the various people that it was a production item. 

Mr. Horirterp. What do you mean it was signed off? 

Mr. Bassrrr. In other words, the engineering people, on the pro- 
duction drawings, signed as “approved,” that ‘they had passed the 
preliminary prototype test and that it was in their opinion ready for 
production and these drawings were all complete and should produce 
a satisfactory product. 

Mr. Houtrtevp. In other words, the research and eee 
period was over and now it was time to produce a proven article 

Mr. Baserrr. That is right. 

Mr. Rozvack. You bid on that as a production item. Do you agree 
that it was a production item ? 

Mr. Bazsrrr. Well, we knew from our experience that there were 
certain inherent weaknesses and we listed those. We built three pro- 
totype samples before we submitted our bids. We knew, if we had 
to go into production, the areas where certain adjustments had to 
be made. We took that into consideration when we made our bid. 

Mr. Hotirtetp. In other words, in your opinion, you improved 
upon the specification 

Mr. Bassirr. No; other drawings. 

The specifications are certain requirements it has to meet, but the 
drawings are the production methods and the assembly techniques and 
the materials used. In those we knew of various errors because of 
our own experience. 

Mr. Houtrrerp. And then, in making your test samples, did you 
actually construct some of these 19-rounders ? 

Mr. Basprrr. The exact 19-rounder that is called for in this con- 
tract, we constructed 3 units before we submitted our bids. 
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Mr. Hottrrecp. You had them tested ? 

Mr. Bassrrr. We tested them ourselves. 

Mr. Hortrrerp. You were of the opinion that they did pass the 
test ¢ 

Mr. Baserrr. We were of the opinion that we could make this as 
a production item. We like to make changes, like any engineers or 
any production people who get into a production item, but we felt 
we knew all about the item so we could produce it successfully. 

Mr. Morean. Mr. Chairman, before we get off the subject on the 
delivery schedules, I want to try to clear up a point. In the state- 
ment made by Mr. Babbitt that the contract was delinquent, does he 
base that statement on the delivery schedule which calls for delivery 
in October and November of 2,000, 3,000 in December, and 5,000 in 
January, or a total of 10,000 that should have been delivered by the 
end of January ? 

Mr. Bassrrr. Yes; I do. 

Mr. Morcan. In your statement you also mention a number of 
changes or modifications to the specification or drawings that has 
been allowed cr proposed by the contractor since the award of the 
contract to the Be-Ge Co. 

Can you give us a little more information on that, or upon what 
you base that statement ? 

Mr. Baprrrr. I based it on the discussion with some of the sub- 
contractors, who were subcontractors for us, in making certain parts. 

They were using these same people, and these people were telling 
me about it. 

And also a letter I received from a former employee of the Be-Ge 
Co. 

Mr. Morean. These changes or modifications, have they brought 
about any proposed price changes to your knowledge? 

Mr. Bassrrr. The scuttlebutt is that it is bringing about a price 
change—whether it is informally or formally—that has been dis- 
cussed with some of the Navy personnel, that would raise the price 
to considerably above $120. 

Mr. Morean. Well, Mr. Babbitt, we can’t use scuttlebutt as affirma- 
tive testimony. 

Mr. Baserrr. There is part of that letter that I received. In this 
letter, he mentions 43 changes up co that time; and the price has al- 
ready reached approximately $120. 

Mr. Morcan. Approximately when was this? 

Mr. Baserrr. This was in September and October 1956. 

Mr. Morcan. Do you have that letter or could you produce that 
letter ? 

Mr. Baserrr. I have that in my files in my office, and I will send it to 
you. (The document referred to is in the subcommittee files.) 

Mr. Ropsack. It would be appropriate for us to know what type 
changes are being claimed or pastel 

Mr. Houtrmtp. That information will be requested. 

Mr. Morean. While we are on the specifications, do you recall what 
the tube specification called for on this Navy contract? Did they 
specify any one particular tube? 
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Mr. Bassrrr. Yes, sir; they did. In the drawings they specified 
the Clevelite type of tube of the Cleveland Container Corp. 

Mr. Rozack. Is that a proprietary item ? 

Mr. Bapprrr. Yes. 

Mr. Rogack. This is a specification written around the proprietary 
item ? 

Mr. Bapprrr. The paper tube; yes, definitely. 

Mr. Ropacx. Do you have any information that would throw light 
on why that was done? Do you know anything about the character- 
istics of the tube? 

Mr. Bassittr. I know certain things about the characteristics of the 
tube. It is an impregnated paper tube. Our company has experi- 
mented with it and it has been offered to us and we turned it down 
because we felt it wouldn’t do the job. But what I do know about it, 
we felt it would be too brittle; and we then know that the Weatherhead 
and Polan companies, after being unable to follow the impregnation 
process with the ordinary paper tubes that were in the original MA-3 
drawings, turned to this Navy-recommended tube from the Cleveland 
company and used it in the later samples submitted for testing by them 
to the Air Force; and these failed. 

Also they had difficulty in procuring them, since the Cleveland com- 
pany wasn’t set up to produce the quantities needed to satisfy the 
contracts. 

Mr. Rozvackx. Are you saying that it is your understanding that the 
failure of the Weatherhead contract was due in substantial part to 
the use of those tubes ? 

Mr. Bazerrr. To my understanding, yes, that contributed to the 
failure. 

Mr. Houirteip. But that was not the only thing. 

Mr. Bazerrr. That is right. However, it contributed to the failure. 

Mr. Ropacx. Why would a performance specification—which really 
this rocket launcher is; you have to be able to perform certain things— 
why would they specify a particular tube? Why don’t they say, “We 
want it to fire out of a tube that won’t fly apart,” let us say ? 

Mr. Basprrr. Well I don’t know. The Air Force specification said 
it was a paper tube impregnated by a plastic process and gave no 
specification of what tube to use. It was up to you to get the best 
tube that would satisfy the requirement. 

The Navy requirement definitely specified this particular tube, and 
the components of this tube, in manufacture, as the required item to 
be built. If you made any substitution, it had to pass certain tests 
that the Navy set up. 

Mr. Houtrrevp. In your successful production of the 100,000 
launchers for the Air Force, did you use this so-called tube ? 

Mr. Basgerrr. No, sir. 

Mr. Houtrrevp. But you did test it? 

Mr. Bassrrr. Yes, sir, we tested it to see what would happen. We 
used a tube costing 1814 cents and the Clevelite tube cost $1.10. 

Mr. Morcan. Mr. Babbitt, the Cleveland Container tube was not 
designed by the Cleveland people especially to be used as a rocket 
launcher, was it? 

Was this not designed for other purposes and now the military is 
trying to make certain adaptations or modifications to that tube to 
use it for this purpose? What I am trying to say is, we don’t want to 
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cast any reflection against the Cleveland Container Co. and their 
paper tube, because this is a complicated weapons system. 

Mr. Banpirr. This was a specific tube developed during the research 
and development program on the 19-rounder in conjunction with the 
developers of the 19-rounder and the Navy agency at China Lake, or 
Naval Ordnance test center. 

Mr. Ronack. What would be your position if you were successful 
bidder on a Navy contract, and you had to use this tube? It calls 
for it in the specification. 

Mr. Bassrrr. That is right. 

Mr. Ronack. What would your position be. 

Mr. Bassrrr. I would have to ask for a definite amendment to not 
use that tube. 

Mr. Rosack. If it is the case that this tube is contributory to the 
failure of this production, it would follow, would it not, that if the 
Navy specifies it, the Navy is imposing an unfair burden on the pro- 
ducer ? 

Mr. Bassirr. It would in production, since the producer can’t get 
it or make it act successfully, though it acted successfully in the proto- 
type and the handmade samples originally tested by the Navy, I be- 
heve. 

Mr. Houirteip. There are two points you make on this particular 
requirement. One is that you do not believe that the tube itself is a 
satisfactory tube, and the second is that they have not been able to 
produce it in the quantities needed ? 

Mr. Bassrrr. That is right. 

Mr. Houtrietp. And you know the inability to produce to be a mat- 
ter of fact, do you? 

Mr. Basprrr. Yes. It was told to me by people in the company and 
by some of the subcontractors, that the reason they couldn’t deliver 
any of the other materials is because the company couldn’t get any 
tubes. 

Mr. Minsuaii. I don’t quite follow you here. You say the tube 
did not pass the Navy test. Yet you did say it did pass the test. Was 
that just on the handmade prototype samples? Would you explain 
that more fully, please ? 

Mr. Bassrrr. I am trying to understand you, sir. 

Mr. Minsuiau.. Tam trying to understand you. 

Mr. Bassrrr. The tubes that had been tested on the development 
items, the prototypes and the experimental items, the launcher that 
was used, those passed all the Navy tests. 

Mr. Minsuavte. What tests did they fail in? 

Mr. Bassrrr. In the production tests. In other words, they didn’t 
have sufficient on hand and there were other reasons why environ- 
mentally they failed, and certain firing tests. 

Mr. Minsuau.. Did the production test fail, or the actual con- 

struction of the item and the actual testing of it that failed ? 
_ Mr. Bassrrr. I wouldn’t know. In the testing after a constructed 
item there had been failure and there had also been failure in the 
Inspection testing on the receiving of the tubes from the manu- 
facturer. 

Mr. Mrnsuacy. Whose tests were those? 

Mr. Basrrrr. Those were Navy as well as the contractor. 
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Mr. Minsuatx. You claim you could make the same tube for 1814 
cents ¢ 

Mr. Bazerrr. No, not the same tube. That is the tube I used. 

Mr. MinsuHatu. The other tube cost how much ? 

Mr. Bassrrr. $1.10. 

Mr. Minswaty. Can you explain the discrepancy ? 

Mr. Bassrrr. I couldn’t. It is their process and it is an item I 
have no knowledge about. I know what it is used in and what is 
used in it. I know they have certain secret techniques which I don’t 
know, and I know they are unable to accept orders. 

Mr. Minsnat. That tube was one they were just trying to adapt 
to this particular use that was already in production, is that not 
correct ? 

Mr. Morean. I didn’t want to leave any impression or cast any 
reflection unfavorably against the Cleveland Container Co., if that 
was the case. I don’t know that to be the fact, Mr. Minshall, but 
until we do know that, we don’t want to be critical of the firm. 

Mr. Bazerrr. I am not trying to cast reflections on Cleveland or 
anything else. 

Mr. Rosacx. May I observe that this type of failure doesn’t neces- 
sarily go to the standing or reputation of the company. That tube 
could be used in a 7-rounder where it didn’t do a good job. Maybe 
it was tested on the 19-rounder but not by the company that has the 
production contract. 

It is a rather complicated process. It doesn’t mean the company is 
making an inferior product. 

Mr. Mrinsuatu. I happen to know personally of the Clevite Corp. 
and it is one of the outstanding companies in Cleveland and bears 
a fine reputation. 

Mr. Baserrr. I cast no reflections on the company but it is a fact 
that in certain methods of production where in the prototype they 
built the unit and it was successful, in production in handling this 
tube, there may be some deficiencies in the method of production or 
something that may cause it to fail, or where the Cleveland corpora- 
tion was unable to supply sufficient quantities of them, I don’t know. 
There is nothing to say that Cleveland Container and the various tubes 
and containers they make—they supplied me with containers from 
their Los Angeles plant. 

Mr. Morean. Do you know from your industry contacts of any 
delays on this Be-Ge contract that were caused by tubes failing to 
meet the specifications ? 

Mr. Bassrrr. There is what I was told by one of the employees of 
se-Ge, that the reason they couldn’t get out their production is that 
they couldn’t get the tubes. 

Mr. Morean. Are you aware of any other problems that have been 
encountered in the testing or firing of the Navy Arrow 7—D launcher, 
either air or ground? 

Mr. Baserrr. I have heard of various things that have happened 
where there has been a tendency of the item to create a strain under 
the wing of the aircraft under certain firing conditions which pulled 
away from the hanger. In one instance I understand it pulled away 
a part of the underh: anger of a Douglas Navy plane during a test run 
at the China Lake facility. 
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Mr. Morgan. What is the firing arrangement for the 19-round 
launcher called for in the specifications ? 

Mr. Baserrr. Well it has three firing arrangements. Firing 3 
rockets—it fires 6 rockets, 7 rockets and then 6. 

Mr. Hottrretp. Consecutively out of the same launcher. 

Mr. Bassrrr. There are 19 rockets installed. It fires 6, then an- 
other press of the button fires 7 and then it fires 6. In another they 
fire 10 on the first pass and 9 on the second pass. There is another 
arrangement where it will fire all 19 in ripple. 

Mr. Morcan. What is the effect on the aircraft, of your own know!l- 
edge, Mr. Babbitt, after firing the first increment of 67 

Mr. Baserrr. The minute it fires its firing instrument, the fairing is 
detached and would create drag. 

Mr. Houtrterp. I think for the benefit of the committee we will have 
to have a little drawing on the board so we will know these technical 
words you are using such as ft airings. 

Mr. Baperrr. The fairing is a nose cone. The cone is placed over 
the center section of the rocket launcher, itself, which wale it clean 
aerodynamically. 

The center section is a container which is a rectangular package, 
shall we say. That holds 7 or 19, according to the size of the package. 
Then over the edge you make a cone, which i is known as the fairing, 
which makes it aerodyns umically clean, so riding on the underwing of 
the aircraft, these are placed on the center section and it gives it a 
clean, aerodynamic configuration so it will create less drag and not 
interfere with the operation of the aircraft. 

Mr. Ho trrevp. Now, in the firing of the seven-rounder, that blows 
that—— 

Mr. Bassrrr. The blast shock disintegrates this fairing, which is 
made of paper mache and plastic. This falls away and then the 
seven rockets come out and then the pilot, by hitting the station 
again, drops the launcher. 

Mr. Morean. By hitting the station, you mean 

Mr. Basesrrt. Pressing the button on his intervolometer within the 
cockpit of his aircraft. He then releases the launcher and has a clean 
underwing and goes away. 

Mr. Hortrrerp. What happens on a ripple firing of the 19? 

Mr. Bassrrr. On ripple firing of the 19 

Mr. Horirretp. When they fire the first six 

Mr. Bassrrr. Ripple firing would be all #9. That would take the 
same effect as this, except that then it would have to be dropped. If 
they fired in increments, you would lose your fairings and then have 
left—if you fired your first 6, you Ww ould have 13 rockets left and an 
open face with drag, and air characteristics under the plane which 
might be dangerous to the aircraft. 

Mr. Horirtetp. This is the point where you say the vibration caused 
it to pull loose? 

Mr. Baserrr. Yes, and it would throw the aircraft into a violent 
maneuver. 

Mr. Hoxtrrecp. In selecting the 19-rounder, however, in order to 
get the benefit of more than 7 rockets, I believe that the Navy claims 
that the 19-rounder had less drag than 3 of the 7-rounder. 

Mr. Baserrr. The Navy didn’t claim that. I believe the Air Force 
made that claim. The Navy made no comparison of tests. I believe 
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the Air Force did in their tests. I merely point out that you have a 
20-inch frontal area with those bringing it down which will cause a 
drag, and you have empty spaces here with air rushing through which 
creates different characteristics in your flying attitude. , 

Mr. Rosack. Is the point of this discussion, Mr. Chairman, with- 
out geting into a classified area, that, if you are evaluating the rela- 
tive merits of the two types, the 7 and the 19, as to feature of drag, 
and you have a firing of the 19-rounder, it might be in some in- 
stances—if you fire all 19—the drag would be less, and if fired in 
succession the drag would be more, so you can’t have what you might 
call a single comparison as to drag. 

Mr. Bassirr. I would have to go over various calculations to prove 
the thing out, but the comparison couldn’t be made unless it was 
actually in a flying attitude, and this was done with an aircraft and 
some of these units aboard. 

Mr. Morgan. Could you say this, Mr. Babbitt, that in any case there 
are certain advantages to a 19-rounder over a 7-rounder, and there are 
certain instances where a 7-rounder would have advantages over a 
19-rounder ? 

Mr. Bassrrr. Definitely. We felt that since the beginning of our 
business. We created our production lines on the basis of each spot 
in our production line, and assembly tables using two 7-rounders or 
one 19-rounder, because, as early as 4 years ago, we felt the gradual 
evolution would be to the larger unit package. 

Mr. Ho.irrevp. There is no use in carrying this line of questioning 
further, because you are not interested in whether you make 7-round- 
ers or 19; you are equipped to do both? 

Mr. Baserrr. That is right, sir. In other words, there is a lot of 
merit in the thinking and the fire capabilities of the larger units. 

Mr. Morean. On the MA-3 launcher, the Air Force seven-round 
launcher, to your knowledge, Mr. Babbitt, on what aircraft—Navy and 
Air Force—can the MA-3, as produced by Century Industries, be 
used today ? 

Mr. Bassirr. It was produced specifically for the Air Force to use 
on the F-84’s, F-86’s, F-89’s, and B—57’s. 

Mr. Morean. This was called for in the specification, and we are 
not getting into a classified area, in your opinion ? 

Mr. Baseirr. This was called for in the specification and the con- 
tract. It can also hang on any 5-inch Zuni station with a small 
adapter, on certain Navy craft. 

Mr. Morean. Can this be used on other aircraft by certain adapta- 
tions being made? 

Mr. Baszsrrr. Oh, yes. It can definitely become a universal item by 
an adapter kit which can be attached to the MA-3 so that it could be 
used on the 14-B pylons of the Navy aircraft, the 15-B pylons, the 
F-—100 series, and all bomb stations on any of the present aircraft. 

Mr. Morean. What is the approximate cost of this adapter kit ? 

Mr. Bazsrrr. The approximate cost of this adapter kit, as we pro- 
posed to the Air Force, was $4.69. 

Mr. Hotirterp. Did you develop this adapter kit ? 

Mr. Bassrrr. Yes; we developed this adapter kit for the Air Force, 


but then, in the course of it, something very peculiar happened; they 
stopped it. 
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Mr. Morean. In other words, you were requested to develop this! 

Mr. Baszsirr. That is right, requested to develop it, send in a pro- 
posal, drawings, and data. This was done, and then nothing was 
heard. 


Mr. Morcan. Can you provide us with your record of correspond- 
ence on this? 

Mr. Bassrrr. Yes; I can provide you with the correspondence on 
this. As late as 2 months ago they requested drawings and engi- 
neering data, because of an urgent need for them for a procurement 
they were setting up, even though as early as 1955 I had received a 
telegram and a letter indicating that we were supposed to be manu- 
facturing 39,600 and some odd of these, from the Warner Robins 
Air Depot, and they asked for the blueprints and specifications so 
they could provide it with a catalog number. We did this, and then 
we were told, no; they desired to wait and not manufacture it. 

(The letter referred to follows :) 


FEBRUARY 4, 1955 
Subject: Contract AF 33(600)-28547. 
CENTURY INDUSTRIES CoORP., 
San Pedro, Calif. 
(Attention: Mr. Irving L. Babbitt, president.) 

GENTLEMEN : This command has been directed to procure adapter kits for each 
launcher to be fabricated under subject contract. Such kits must permit pylon 
installation of the launchers. It is, therefore, requested that you submit a pro- 


posal on the equipment listed below. Your proposal should include both unit 
and total prices. 











' 
Item (Quantity Unit Description 
se AS. | cit Bete icin pnatapdded tats digitech cocina ating tcndiece 
6. ® 100,000 | Each... Kit, adapter, pylon installation of type MA-3 airborne rocket launcher, 
in accordance with exhibit WCL-755. 





Your proposal should include such drawings, sketches, written details, or even a 
sample (if available) to enable the Wright Air Development Center to evaluate 
your kit design. 

The terms governing this procurement would be as follows: 

A. Delivery.—State the best monthly deliveries you could make, and how 
soon such deliveries could commence after receipt of a supplemental agreement. 

B. F. o. b. point.—Carrier’s equipment, San Pedro, Calif. 

©. Inspection and acceptance.—At your San Pedro plant. 

LD. Preservation, packaging, packing, marking and identification—Since the 
Government does not know what type materials will be used in the kit, you 
are requested to propose methods which will accord the same degree of protec- 
tion to the kit as to the launcher. The first 500 kits may be given the same 
minimum methods as those stipulated for the first 500 launchers. 

The Government desires that as many of these kits as possible be sent with 
the launchers, if there is room in the present launcher pack to accommodate 
them. It is suggested that your proposal be based upon the assumption that 
you would receive a supplemental agreement on or before March 15, 1955, and 
quote what number of kits would have to be delivered retrofit and what number 
could be incorporated in the launcher pack. 

Under a recent Executive order, Government procuring agencies are required 
to amend existing contracts by inserting the new ‘“Nondiscrimination in !m- 
ployment” clause (enclosed) in lieu of the present one set forth under Ge.eral 
Provision 18. It is requested that you advise if this is acceptable. 

It is contemplated that this procurement would be incorporated into subject 
contract by a supplemental agreement; therefore, all the terms, conditions and 
covenants of that contract (except as modified expressly in this letter or by 

94005—57——11 
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necessary implication) would be applicable to such a supplemental agreement. 

Enclosed is DD Form 633, which should be submitted in triplicate (all copies 
signed) with your proposal. Be sure to execute the Contingent Fee certification 
on the reverse side of the form. Also include an estimate on the amount of 
subcontracting you will do. Your proposal should be submitted intriplicate (all 
copies signed) direct to this Headquarters, Attention: John C. Powell, 
MCPEA-M. A complete carbon copy of your proposal should also be provided 
to your Administrative Contracting Officer. 

Sincerely, 
JACK J. SLAMER, 
Deputy Chief, Mechanical Equipment Section, 
Accessories Branch, Aeronautical Equipment Division. 

Mr. Morcan. What was your most recent proposal on this, time- 
wise ¢ 

Mr. Baserrt. This was about 2 months ago. 

Mr. Howirretp. And this was an item that you developed your- 
self? 

Mr. Bassrrr. Developed and proved out, and showed to the Air 
Force. 

Mr. Houtrterp. It was to make these rocket launchers universal in 
their application to all types of planes practically ¢ 

Mr. Basesrrr. That is right. 

Mr. Morean. You stated that MA-3 could be used on the F-100 
series aircraft? 

Mr. Bassrrr. We are talking about the hanging arrangement. 

Mr. Moraean. I meant by the use of this adapter kit. 

Mr. Basesirr. That is right. 

Mr. Morgan. From your sources in industry, do you know whether 
or not the Air Force has tested this launcher on the F-100 with your 
adapter kit, or with any other type kit ? 

Mr. Baspirr. We had definitely not tested it on the F-100 with 
our adapter kit, but with another adapter that was provided by the 
North American Aviation, the manufacturers of the aircraft, which 
held three MA-3 launchers on this adapter, and would also hold one 
19-rounder. This was manufactured for the Air Force for, I believe, 
$450 apiece. It was an adapter for this hanging installation. 

Mr. Houtrretp. How many of those did they buy ? 

Mr. Baszsrrr. As I understand it, they bought 800. 

Mr. Houtrtevp, Eight hundred at $450 apiece? 

Mr. Bassirr. That is right. 

Mr. Houtrretp. And your was how much? 

Mr. Baserrr. The adapter kit we offered was $4.69. This was an 
adapter kit for MA-3. 

Mr. Ropack. It wouldn’t permit an adaptation for the 19-rounder ? 

Mr. Baserrr. No, it was an adapter kit to make the 7-rounder, the 
MA-3, more universal in its application to various types of air- 
craft. 

Mr. Houtrrerp. What would the $450 arrangement be ? 

Mr. Bassrrr. It is a Christmas tree arrangement which can take 
three MA-3’s or one 19-rounder. 

Mr. Moraan. We can go into that further with the Air Force when 
they appear, but I did want to get it on the record that there have 
been other adapters made and tested by the Air Force, and the cost 
comparison of the adapters. 
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Now, one other point on this adapter supplied by North American. 
Do you know whether or not this is an adapter that is reusable or is 
this jettisoned at the same time as the launcher ? 

Mr. Bazsrrr. When you drop the launchers you have to drop the 
adapter kit with it, too, because the whole thing then is dropped. 

Mr. Rozack. Those are not production units because they cost more 
than the thing you are dropping, don’t they? They cost more than 
the rocket ? 

Mr. Bassrrr. It costs more than the rocket launcher. At the present 
time the rocket cost—19 rockets would cost more than the kit, I be- 
lieve. 

Mr. Ronack. Is that a production-cost item or is that some develop- 
ment item ? 

Mr. Bassrrr. It is an item recommended by North American for 
use with its aircraft. 

Mr. Morean. Mr. Chairman, I suggest we pursue this further 
with the Air Force. 

Mr. Houirretp. Go ahead. 

Mr. Morean. Mr. Babbitt, has Century Industries, at any time 
since deliveries began on the MA-3 launcher, received any unfavor- 
able reports from any of the field installations using the production 
launcher ? 

Mr. Bassirr. No; we have never received a UR, as it is called, 
from any installation. 

Mr. Morean. Would they normally send you one if there was such 
a report issued ? 

Mr. Bassrrr. Yes. Normally, we would get one. 

Mr. Morean. Can you make the same statement as to the per- 
formance of the launchers produced for the Navy, the Aero 6—-A? 
Have you ever received any unfavorable reports ? 

Mr. Bassrrr. To my knowledge, we have never received any un- 
favorable report from any activity—using activity—of the launchers 
delivered to the Navy, either. 

Mr. Morcan. These were production launchers ? 

Mr. Bassrrr. Production launchers; yes. 

Mr. Morean. Getting back to the Navy procurement, were you in- 
ited ta bid on the Navy procurement of the 50,000 Aero 6-A 
launchers in December 1954? 

Mr. Bassirr. Well, this was in September. 

Mr. Morean. The award was in December. 

= Bassitr. The opening, I believe, was in September or in Oc- 
tober. 

Yes; we definitely bid on that. 

Mr. Morean. What was your bid? 

Mr. Basprrr. Our bid was $24.57. 

Mr. Morcan. What firm was low bidder, to your knowledge? 

Mr. Bassrrr. The Radiant Corporation of Chicago—the Radiant 
Manufacturing Co., of Chicago, received a bid at $23.95. 

_ What I would like to interject here, is that the bids at the open- 
ing ran from $6.57 to $369 per unit. 

Mr. Morean. And the award was made to Radiant, was it? 

Mr. Baspirr. Yes; at $23.95. 

Mr. Morean. Did your bid include any costs such as a percentage 
override ? | 
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Mr. Bassrrr. The bid definitely included $1.17 of additional rental 
that we paid to the Navy. 

Mr. Horirrevp. This was a percentage over and above the monthly 
fixed rental ? 

Mr. Bassrrr. Yes. 

Mr. Morean. In other words, if you hadn’t had to apply that in 
your bid price then your bid would have been lower? 

Mr. Bassirr. Approximately 60 cents lower. 

Mr. Hottrretp. Had you protested this overriding 5 percent, which 
was a carryover from the GSA lease, to the Navy on the basis that 
it was just a transfer of funds from one Government agency to an- 
other, and, if you did, what was the attitude of the Navy on that 
protest ? 

Mr. Bazgprrr. Well, I protested originally, with the support of the 
Navy, to the GSA, and then when the Navy took over they felt that 
they couldn't modify the GSA lease but would negotiate with me for 
a substitute lease, and they would discuss that, but at the time of this 
bid there had been no negotiations to substitute, and I still had to put 
in that 5 percent. 

I called it to the attention of the buyers and the contracting officer 
of the Navy that it included $1.17, which might be removed after the 
negotiations were completed and, therefore, the actual price for the 
production was $23.40. 

Mr. Hortrrevp. In other words, if you had not been forced by this 
Government lease to add 5 percent—5 percent of your gross price— 
you would have been the low bidder on that contract ? 

Mr. Bassrrr. Definitely, sir, and it was so written to them and 
brought to the attention of various people, but they shrugged and said 
it was too late, they had already awarded it. 

Mr. Morean. We should say “low responsible bidder” because Mr. 
Babbitt said the bids ranged in price from $6 to $369, so evidently 
the $6 bid was not from a responsible bidder. 

Mr. Houtrrecp. We will accept that amendment; lowest responsible 
bidder. 

Go ahead. 

Mr. Morean. Do you feel at the time of this bid you were paying 
the Government a fair rent, or do you feel your rent was out of line 
with een in the area ? 

Mr. Bassrrr. I definitely felt it was out of line with competition 
in the area, and subsequently the Navy and I fully negotiated and 
our lease arrangements have been changed so that we pay just a flat 
rental without any percentage on any of the business. 

Mr. Morean. What was the most recent arrangement you made 
with the Navy on your lease agreement ? 

Mr. Basesirr. The most recent arrangement was $2,800 per month, 
with the permission to do commercial business in this plant. Previous 
to that, there was a clause in the lease that I could only do defense 
work in the plant, and nothing else. 

Mr. Hortrtecp. I want to say that having examined that lease that 
it was the most remarkable and only lease of its type that I ever had 
the occasion to examine in which the Government charged a 5- percent 
additional rental above the monthly rental to the gross ‘business. It is 
frequently done in commercial leases, that a man’s lease is based on 
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a percentage of his gross retail business, but never have I known the 
Government to try to obtain a 5-percent figure on the rental on the 
eross value of a plant devoted to nothing but defense production. 

Mr. Ropack. Mr. Chairman, two different Government agencies are 
using Mr. Babbitt to effect a transfer of funds. 

Mr. Houtrtetp. That is what it amounted to. This was a contract 
of how much gross, approximately ? 

Mr. Bassrrr. Which / 

Mr. Hortrrevp. That the 5 percent applies to. 

Mr. Bassrrr. A little over $2 million. 

Mr. Hottrtevp. So by virtue of the fact that they had this 5-percent 
gimmick in the lease, the effect of it would have been that the Navy 
would have paid 5 percent more for its product. 

Mr. Baserrr. It had paid on one contract 5 percent more and, in 
fact, when the Navy took over, in an audit of our books they had 
allowed us $65,000—and this is stated in the contract that I received 
from the Navy—$65,000 to pay the additional rental and upon termi- 
nation of the contract it was found they were short thirty-some-odd 
thousand dollars which I in turn had to get from them and turn over 
to another Navy bureau. 

Mr. Ropack. In other words, one bureau was paying out money 
for rocket launchers and another bureau was collecting money for 
rent, and he had to negotiate separately with them. His contention 
is, if the right hand knew what the left hand was doing, he would 
have a net decrease in price. 

Mr. Houirrecp. You would have had a net reduction in that and you 
would have gotten another contract. 

Mr. Morcan. You mentioned a moment ago that comparisonwise 
in the area you felt your rent was high. Can you give us any evi- 
dence of what other firms were paying for similar or better facilities? 

Mr. Bassirr. In our negotiations with the Navy a little over a year 
ago, we had gotten quotations from various real estate firms and 
various history and supplied that to the Real Estate Division of the 
Bureau of Yards and Docks and on that and other information we 
were able to arrive at a fixed rental both commercialwise for commer- 
cial operation, and for defense operation. 

Mr. Morean. For purposes of this record now, can you recall ap- 
proximately what those figures were that were being paid by others 
in the area, or at least give us one example? 

Mr. Bawerrr. There was one example where they were paying 
approximately 21% cents a square foot which would amount to about 
$18,000 a year. Another example 

Mr. Morean. Was that for facilities similar in size to yours ? 

Mr. Bassrrr. Similar in size to ours, and remembering also that we 
under our lease had to carry in favor of the Government $756,000 
worth of fire insurance and various liability insurance policies which 
ran up our costs an additional nine to twenty-two thousand dollars 
a year. 

Mr. Morcan. You say you provided this information to the Navy. 
Do you have copies of that you can provide us? 

Mr. Bassrrr. I will be happy to. 

















156 AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 


(The information requested follows :) 
FEBRUARY 7, 1956. 
DEPARTMENT OF THE NAVY, 
BUREAU OF YARDS AND DOCKS, 
Washington, D.C. 
(Attention Cmdr. Fred M. Mosley.) 

DEAR COMMANDER Mostey: After our meetings in Washington, and the ina- 
bility of my people to send me the correct documents, I went back to California 
in order to personally gather what I could find to substantiate the statements 
I made to Admiral Meade, yourself, Lieutenant Commander Reno, and Mr. 
Morrison. 

These documents (enclosed) are offers of properties indicating total prices 
as well as rental figures, also the offer of a business, with a copy of its state- 
ment indicating the value of the physical asset. I will number these enclosures 
exhibits 1 and 2. 

In exhibit 1 you will see the offer of 9 acres of ground with a total area of 
360,000 square feet; the building covers 250,000 square feet, or 5% acres, and 
is 20 years old. The balance of the area is for parking and is not considered 
as a separate item, but is something that belongs to the lessee. A portion of 
the building (104,000 square feet) was offered at a rental of $15,000 per year, 
net, net, net. The sales price for the entire property was $500,000. 

In exhibit 2 you will note that the value of the building is $143,100 plus 
the sprinkler system at $30,000, or a total of $173,100 for a building that is 
131,000 square feet. This is property that is well situated and complete with 
all necessary loading, shipping, and electrical facilities. 

The properties as offered in exhibits 1 and 2 indicate that the values as 
expressed in the valuation by the Bureau of Yards and Docks, for purposes 
of insurance, might be a trifle high, but be that as it may, it suggests that 
rental net, net (by that we mean that insurance and normal maintenance is 
to be paid by the lessee), of $24,000 a year for the plant and parking area 
would appear to be more than fair for commercial use. If, however, the prop- 
erty is limited to a 100-percent defense use, then the rental should be much 
less, in order that we may not be put at a competing disadvantage with other 
firms in similar circumstances. 

These facts, and this reasoning, seems to me to be completely fair and 
objective for a property, where, because of a 100-percent defense limitation, 
you can only utilize 50 percent of its capabilities. The rent, with these limita- 
tions, must, therefore, also be considered in a like reduced manner. 

Where there are no limitations and you have the opportunity to utilize 100 
percent of its capacity, the rent should be comparable to other property of a 
similar nature. Normal factors governing apportioning of fair rentals and 
returns or real property location, condition, type of building, age, normal mainte- 
nance costs, and fair return on investment. 

i therefore trust the verbal offer, now reduced to writing, that I made while 
we were in conference, of $31,600 a year plus insurance for the buildings, land 
area, and equipment, on a 100-percent utilization plan of both commercial and 
defense, will be accepted by you, for the period starting February 15, 1956, 
to February 14, 1957, and $26,000 for the period February 15, 1955, to February 
i4, 1856. It is anticipated that all other points we discussed will also be in- 
cluded. We hope that you will now be able to finalize the pending lease and 
rescind the letter from the Department of Public Works Office requesting us 
to vacate. 

Very truly yours, 
CENTURY INDUSTRIES CorP., 
IrnvING L. BaAssirt, President. 


Los ANGELES, Ca.ir., October 25, 1954. 
Mr. PHILIP WAIN, 
Beverly Hilis, Calif. 

Dear Puit: Enclosed, please find the information concerning the Barker 
3ros. warehouse. 

If you would be kind enough to call upon receipt of this letter, I will try to 
answer any questions you might have, and I would suggest we try and arrange 
an appointment to see the property with the agent for Barker Bros. 

Very truly yours, 


ROBERT SKEPNER. 
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BARKER BROTHERS WAREHOUSE 


Location: On San Fernando Road and Tyburn, Glendale, Calif. 

Area: 9 acres total—360,000 square feet. 

Improvements: 1-story frame containing 250,000 square feet. The building 
covers approximately 5% acres and is about 20 years old. The building is almost 
square. There is power facilities throughout and the building is sprinklered 
throughout. There is fluorescent lighting throughout. The building is high 
ceilinged. There is 100,000 square feet of paved yard. Trackage on the property. 
The entire 250,000 square feet is under 1 roof with a wall separating the 
104,000 square feet being occupied by the Barker Bros. carpet plant. 

Tenant: Barker Bros. is presently using 104,000 square feet. They will sell 
the entire property and take back a lease of 10 years or shorter on the 104,000 
square feet at an annual rental of $15,000 net, net, net. This would leave 
146,000 square feet of which 46,000 square feet can easily be rented at 4 cents per 
square foot, leaving 100,000 square feet for an owner-occupant. 

Taxes: $13,000 per year. 

Encumbrance: The property is clear at the present time. 

Notes: Barker Bros. are asking $500,000 for the entire package based on 
the above rental figures. The deal can be handled with $150,000 cash. On 
such a basis the property would gross approximately $39,000 per year, exclusive 
of the owners portion. If both leases were triple net, by prorating the taxes 
the owners space of 100,000 square feet would be taxed at $5,200 per year. If 
Barker Bros. take back a Ist T. D. of $350,000 for 20 years at 4% percent, the 
interest and amortization would amount to $26,586 per year plus the taxes 
of $5,200 would equal $31,786. This would leave a net figure from the 2 leases 
of $7,214 per year besides giving the owner a close in well equipped manu- 
facturing and warehousing space. 


INVESTMENT PROPERTY 


Lot size: Approximately 914 acres, of which approximately 1% acres are 
within the channel. 

Improvements: 131,000 square feet of corrugated iron buildings. Areas in 
and around buildings paved with either concrete or asphalt. There are two 
railroads spurs on the property, Santa Fe and Southern Pacific. At channel 
frontage is a boat yard and dock with yacht slips. The boiler room is in top 
operating condition. All areas but one small building are fully sprinklered, 
including the docks. There is conveyor equipment from the docks and to the 
main building. There are four operating oil wells including tanks, equip- 
ment, ete. 

Physical assets : 


Ground: 308,000 square feet, $1.25 a square foot__.___.__.___________ $385, 000 
Channel property : 74,000 square feet, at 50 cents_______-_-___________ 37, 000 
Buildings: 181,000 square fest, at- $1.W@is onsen cui ae kk 1438, 100 
UIT SUUTIOUII a acini aici ee 30, 000 
Oll-well tanks and equipmeit. no i hen baa 40, 000 
UTE | CURT i nn a 20, 000 
WOOSPOTAGOr: WINE. 6.5 ccadicktbg tte cuted i ae detain orn 30, 000 
MEOCCHANCOUG OCGUITIBOCD So. iicitb eee eens eee 15, 000 

ORR .caci<ns soreplts-ncumgetndiananameee meds eibiinn ised enaenealetas 720, 100 


(Not including docks, paving, or oil reserve.) 
Income (Aug. 1, 1953, to July 31, 1954) : 


Storage cotton (Government) including handling.__.._.____________ $81, 182. 96 
Miscellaneous storage including Hunt’s Foods____.--____________ 29, 280. 70 
Oéitformia Gea Pood 2 ta ee. Boa ey Od si 7, 393. 55 
PR MOUGS no. ide d Sb lh a bitin dhe bee ede 449. 73 
EOL. GOS COTO IIIT i iirc hd errey- Ace bcoceeeeeete cane 3, 905. 16 
ee ee ae ee ae Ee ee ee 16, 840. 36 


Gr000. INCOM ncdniiictcseck «din dee eee 139, 052. 46 
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Projected income: 
Coppa waerene: (OreIteOOE) i i ec eer a $74, 337. 00 
(Currently 15,912 bales at 40 cents a month. Government re- 
quested rate reduction to 25 cents a month. By correspondence 
with the Government has indicated warehouse space approved 
for an additional 8,000 bales with the installation of a dividing 
wall. Warehouse has already been approved immediately for an 


additional 867 bales. In and out not included in income.) 
Waterfront, $4380 per month 5 


a ne ee ng kee Bee ee ee ae 5, 160. 00 
Pet Food (lease until August 1955—2-year option at $9,600 per year). 7, 200.00 
Fignts Foods: atumncte 160.000 tages. oe ee 20, 000. 00 
Giana nateral e008: Ol 26,0005 ees 1000. oe ee et 28, 240. 00 

PO a apes ga et na ass ieee ai hee te 134, 937. 00 


A community well reverts to landowners December 1956. Now on 18-percent- 
royalty basis. 


Amount | Projected 
12 months 


Operating expenses (Aug. 1, 1953, to July 31, 1954): 
Auto and travel F : 





Canamaiane oe eeda ke bed bides $286. 98 
Bunkhouse expense oe tds oeebadidet ie ee ae 234. 25 |__.- a 
Disposal _______- ama : ; b Shien ictasihh ade eben eet 129. 03 | $142. 00 
Equipment rental____.____._- gta Meda adil bisa eee 450.00 |_..... 
Insurance a : eigen i ey tye aee 5, 518. 38 2, 000. 00 
Office supplies and postage 851. 05 | 300. 00 
Legal and audit ‘ 2, 400. 00 1, 200. 00 
rn NONI gk Re es 4, 321. 05 2, 000. 00 
I eae hiss on ieee Seder aaa 17, 520. 77 16, 000. 00 
Taxes and licenses ; es eae : 13, 399. 80 14, 300. 00 
Telephone and telegraph ea caters ee tedastet ows. : 502. 63 500. 00 
Towmotor expense | ONE 4c dctack ax : 
Utilities é leo alla pe See le ee 734. 22 760. 00 
Vacations paid ____- ; : = 258. 12 260. 00 
Watchmen. ____- 7, ncn eke is RES i Si ak us 
Repairs and mainten: ance -equipment a nein kemwides 4k 26. 58 450. 00 
Damage claim_._____._____- eee nee Se ee . oo 406. 07 
Total operating expense_____..._-- ise eRe eee es 49, 886, 75 37, 12, 00 
Oil operating expenses (Aug. 1, 1953, to July 31, 1954): | 
Insurance _ ____- Bae coke ea donee tee wees 445. 92 445, 92 
Miscellaneous expense 52. dsiedsn seer Rat esis: ict 407.71 | 407. 71 
Power___-- - . aril it aie rien aici ian 218. 40 181. 00 
Pumping _- aE bine 1, 105. 80 | 905. 80 
Repairs and maintenance (cleaning we lis, nonrecurring) i 8, 910. 71 100. 00 
Taxes and licenses. - 1, 288. 68 1, 278. 60 
Total oil operating expenses. ______.........---- 22 3, 319. 03 
Total oil and one rating expenses.____.....--- . 269. 97 41, 231. 03 
Net income: Aug. 1, 1953, to July 31, 1954 76, 787. 49 93, 705. 97 


Encumbrance: At ase nt there is a $252,083, 444 percent, 10-year loan, pay- 
able $27,500 a year plus interest. 








Note.—To accommodate the additional bales of cotton linters, a party wall will have to be erected at a 
cost of $8,500. 


Mr. Houtrtep. It is customary for a company doing business with 
the Government and using a Government facility to carry fire insur- 
ance on Government property / 

Mr. Bassrrr. In many of the facilities where the Government gives 
you something to use during a production, they specifically say the 
Government is a self-insurer and doesn’t have insurance, but in this 
instance they definitely spelled out they wanted so much insurance of 

various types, and this was to be in favor of the Government as their 
interests may appear. 

Mr. Hortrrevp. Then this was a facility owned by the Government 
and in place of the Government covering its own insurance on it, it 
specified that you should carry the insurance on it 
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Mr. Bassrrr. That is right. That was part of our lease agreement. 

Mr. Morcan. Mr. Chairman, I am working back in point of time to 
a agro Navy contract. 

On the Navy contract awarded to the 3 separate firms totaling 120,- 
000 launchers, will you point out to us what the relationship was be- 
tween you and the other contractors, how many times representatives 
from the other firms visited your plant, either before or after the 
contract award, and during negotiations ? 

Mr. Bassirr. Before the negotiations there were at least 3 visits 
by 5 or 6 of the firms interested in bidding on the procurement. 
After the award, the successful bidders or contractors were brought to 
our plant and we had a seminar with their engineering people in 
which we went over every blueprint in detail and discussed all the 
processes. We took them through the plant and showed them every- 
thing that they had to know and then we had their people, their 
foremen and people of their production staffs come in and work with 
our people on our lines. 

Then we went to their plants, helped them design and set up their 
facilities, and provided them with materials and certain tooling when 
they were unable to get it from other sources. 

Mr. Morcan. In other words, you gave them considerable assistance 
both before and after the award of the contract, is that correct ? 

Mr. Bassrrr. Before the contract, we gave all concerned the same 
amount of assistance so there would be no favoritism. After the 
contract, our responsibility called for in our contract was to be re- 
sponsible for the standardization and complete interchangeability of 
parts on all the three production items. 

Mr. Rosack. In other words, that the record will be clear, as far 
as you were concerned, those seminars were a gratuity on your part 
and on the expectation that you would get, as a lead contractor, a 
certain amount of business, and it was not an obligation on your part 
as far as your transferring to the Navy the processes that were gotten, 
is that right ? 

Mr. Bassrrr. That is right. 

Mr. Houirtetp. Now, at this time the reason for the dividing up of 
this first produc tion contract of 120,000 into three segments or 40,000 
each, as I understand it, was because of the Navy’s insistence that they 
have more than 1 supplier, is that true? 

Mr. Barsrrr. More than one source. 

Mr. Horrrtetp. Has there been any interest on the part of the Navy 
in the procurement of these 19-rounders, that there be more than 1 
source? Has there been any interest shown that you know of? 

Mr. Baserrr. None that I know of. 

Mr. Hortrrerp. Was the Be-Ge Manufacturing Co. required to do 
as you were required, to split up their contract with two other com- 
panies ? 

Mr. Bassirr. No; Be-Ge was just a bidder. 

Mr. Horrrretp. And were they required to train any other sup- 
plier, or source in the producing of these 19-rounders? 

Mr. Morcan. Mr. Chairman, he has stated earlier that Be-Ge has 
had no previous experience in the rocket launcher business. This is 
the first contract that they have had. 

Mr. Hottrrevp. I understand, but I want to follow through on it. 
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Mr. Bassrrr. They didn’t develop the item, they just bid on prints 
provided them by the Navy during an advertised procurement and 
they were considered the low responsible bidder and were given the 
contract. 

Mr. Ho.irtevp. In this first instance, the Navy was interested in 
obtaining additional sources. 

Mr. Bassirr. Oh, yes. The Navy went about this production en- 
tirely differently than they did the 19-rounders, completely different. 

Mr. Houtrtevp. In the 19-rounder apparently they had lost interest 
in this idea that there should be more than 1 supplier, because you at 
that time were the only supplier who had a production line and a 
facility with dipping tanks and all the other paraphernalia and the 
background of know-how, and yet there was no interest on their part 
in maintaining a second source of supply. 

Mr. Bapsirr. No; there definitely wasn’t. 

Mr. Houtrrevp. In the granting of this contract on the 19-rounders? 

Mr. Basstrr. Definitely not. There may be, but it was never indi- 
cated to me. 

Mr. Rosack. When you refer to second source, when these bids are 
put out, there are bids ranging as you say from $6 up, by maybe 
scores of manufacturers, and they can’t be considered sources because 
they may or may not be able to produce. 

Mr. Bassirr. That is right. 

Mr. Rogpack. And isn’t it a fact that the rocket launcher contracts 
that have been let, in some cases, were single ventures, were they not ? 
Somebody came in and went out. 

Mr. Bassrrr. That is right. 

Mr. Ropack. In other cases they were established companies who 
had other regular production and took this on as a sideline? 

Mr. Bassrrr. That is right. 

Mr. Rosack. Is it not the case that you are the only plant, where 
if you don’t manufacture launchers you don’t manufacture anything, 
under the lease terms and agreements you have operated on? 

Mr. Bassirr. Not under the lease terms, but under the complete 
operating of the plant, it was built, designed, and conceived for ex- 
pandable rocket launcher production and the use of paper, paint, 
and plastic techniques. 

Mr. Ropack. So if you talk about a second source, you must distin- 
guish between a potential manufacturer, of which there are hundreds, 
or a company which knows something about the rocket launcher 
business. 

Mr. Bassirt. The original second source, or more than one source 
idea, was promulgated in that they had somebody who could teach 
other people. They had a successful pilot run production and they 
were going into a regular production, which could then pass on this 
information so that they would have more than one source of success- 
ful production. 
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Mr. Rosack. In your business judgment, how many sources of 
reasonable expectation of rocket launchers are there in this country 
today ? 

Mr. Bassrrr. None, other than our company. 

Mr. Rosack. How many rocket launcher companies are there? 

Mr. Bazerrr. One, ours, and the one that Be-Ge may be creating. 
Part of the equipment that had ben used by the contractors who pro- 
duced for the Navy, the Radiant Co. and the Cincinnati Corp., they 
sold their equipment, one sold it to Weatherhead and the other to 
Polan Industries. 

Mr. Rozack. Those were the ones with the Air Force contract? 

Mr. Bassirr. That is right. But these people did not know that the 
equipment they had sold was only peculiarly adapted to the produc- 
tion of the Navy launcher, the Aero 6-A, and was not adapted to the 
other production. 

Mr. Rosack. Had either of these companies had any experience in 
the rocket launcher field prior to the receipt of their contracts in 
1953 ? 

Mr. Bassirr. No, sir; they had never been in the business. They 
had never built any or done any work on them. 

Mr. Morean. I believe we know that Radiant has received one fol- 
low-on contract for the Aero 6—A’s. 

Mr. Bazsrrr. Yes. 

Mr. Morean. Has Cincinnati Industrial Finishing performed any 
additional launcher contracts for the Navy or Air Force? 

Mr. Basegrrr. No; they sold their equipment to the Weatherhead Co. 
in Cleveland. 

Mr. Howtrrevp. What business were they in before they got their 
first contract with the Navy ? 

Mr. Bassirr. One of the vice presidents was a cafeteria short-order 
cook, and the other was in the clothing business. The production man 
was actually in production in some metal fabrication. 

Mr. Morean. Mr. Babbitt, upon return to your company in Cali- 
fornia, will you try to determine for us the exact number of times that 
representatives from the other firms competing with you on the Navy 
contract visited your plant, both before and after the award of the 
contract? I think probably your register would definitely show that. 
And also—— 

Mr. Baserrr. Our register would definitely show that. And also 
our invoices to these companies where we shipped them materials in 
order to help them meet their schedules and tooling that we made up 
for certain assembly techniques. We can show that from our own in- 
voice and our own company records. 

Mr. Morean. I am referring to the contract which was awarded in 
July 1953. 

Mr. Bassirr. Yes. 
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(The information requested follows:) 


Visits to Century Industries Corp. 





Company represented | Visitor Dates of visits 
Radiant Manufacturing Co Lacktal GCS iC aes. St. sss wa May 5, 6; Aug. 4, 5, 1953. 
| H. E. Eller eee Sisal May 5; Aug. 14; Sept. 29, 1953. 
K. Petersen _- wa tee bi iu May 5, 6; Aug. 4, 5, 24, 1953. 
J. Wallace i RS hy 5, 6; Nov. 11, 12, 13, 1953. 
W. C. Wilson j May 5, 1953. 
M. Weiss a : 5 Aug. 14, 1953. 
F. Kernaghan ‘ Nov. 11, 12, 13, 1953. 
Cincinnati Industrial Finishing Co J. Ulrick intets S2 chad Aug. 19, 21, 24; Dec. 20, 1953; 
Jan. 8, 1954. 
J. Knoebel — | Aug. 19, 21, 24; Dee. 20, 1953; 


Jan. 8, 1954. 
Aug. 24, 1953. 


J. Harrison 


Al Heimann aul ._| Aug, 24; Dee. 20, 1953; Jan. 8, 
| 1954. 

Hotpoint Co_____- ‘ sain a R. Sovitsky__- | May 5, 6, 1953. 

R. Herman ; | Do. 

L. E. Sweet__- . | Do. 

B. R. Blackwood : | Do. 
Manufacturers Defense Pool, Inc_- A. J. Simmons Do. 

R. G. Gorman | Do. 

R. E. Marsh : axe ate Do. 

C. D. Lauer Lael - Do. 
Aerojet General és D. 8. Sindariff_ eeeuds Do. 
General Tire & Rubber_______- .-| T. H. Winklejohn ; Do. 

H. J. Harmon Do. 


Mr. Rosacx. I would like to ask a question there. When you held 
these seminars you were instructing people in know-how, most of 
whom, or all of whom, were new produc ers? 

Mr. Bassrrr. That is right. 

Mr. Rozsack. So that insofar as you were successful in teaching or 
they learning, you were supplying a part of the overhead ? 

Mr. Bassrrr. We were supplying all the engineering overhead 
and all the technical overhead. 

Mr. Ropack. So that conceivably—you may not be able to estimate 
this—conceivably they could bid a lower price than you if this were 
a bid proposition because you were bearing part of their overhead ? 

Mr. Bagsrrr. We were carrying the entire engineering and techni- 
cal production burden. We passed that all on without any cost to 
them whatsoever. 

Mr. Rozackx. Do you consider the award that you did get repre- 
sented less than prone or expected and represented broken faith 
on the p irt of the Navy? 

Mr. Bapsirr. I definitely did and so stated on a number of occasions. 
I felt I had been completely misinformed and taken advantage of. 

Mr. Hontrtecp. On your contract with the Air Force, Mr. Babbitt, 
which I understand you completed on time, was your treatment by the 
Air Force, in your opinion, the type of treatment that a supplier 
should have? I am talking about your contract of 100,000 launchers. 

Mr. Bassrrr. Well, there are still open 4 or 5 items some of which 
were just settled within the last month, even though our final deliveries 
were in January 1956, and there is pending correspondence since 
March 1955, on certain other items which have not been settled and 
which are now the cause of an appeal before the Board of Contract 
Appeals, since everybody said, “No, we are sorry, you better appeal it 
to the Board of Contract Appeals,” oui just let me stand there. 
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Mr. Hoxirrerp. Were these based on verbal assurances or verbal 
requests of procurement officers, which you complied with at an addi- 
tional expense to you? 

Mr. Basesrrr. Verbal and written. 

Mr. Houtrrevp. Verbal and written ¢ 

Mr. Basstrr. Yes, sir. 

Mr. Houirretp. Yet when it came time to reimburse you for these 
costs you found that you had to put in a claim. 

Mr. Baserrr. They had rejected it and recommended that it be 
passed on to the Board of Contract Appeals. ; 

Mr. Ronackx. We would have to have some list of items, Mr. Chair- 
man, because we should not assume that in the ordinary course the 
contractor doesn’t have some differences with the Government to be 
worked out. I don’t think we should have any inference that because 
they have some differences that these are not worked out. 

Mr. Baserrr. I don’t mean that. However, after July 1955, it sud- 
denly became hard to have anything accomplished or get anything 
done. 

Mr. Rosack. Do you attribute any significance to that date? 

Mr. Basstrr. I definitely do. I attribute it to the time when 
quotations went out to other companies and we filed protests under 
our patents pending and proprietary rights and also as a result of the 
unfavorable publicity and the hearings held by the Armed Services 
Committee which made everybody very jumpy and very noncom- 
mittal and they just sat still and would rather do nothing than take a 
chance on being criticized. 

Mr. Ho.trrecp. We have a few more questions. We are going to 
try toend up by 40’clock. Proceed. 

Mr. Morgan. I would like to get back to the Navy contracts. 

At any time during the visits from your so-called competitive con- 
tractors, or co-contractors on the Navy contract, to your knowledge 
were any documents or data taken from your plant without your per- 
mission ¢ 

Mr. Bassirr. We found one set of documents were taken which 
referred to the intervolometer and source of the materials for the 
manufacture of intervolometers. 

Mr. Morcan. Do you have information on who took those docu- 
ments ¢ 

Mr. Bassirr. I believe some representatives of the Cincinnati In- 
dustrial Finishing Co. 

Mr. Morcan. Could you provide us with any evidence of this, Mr. 
Babbitt ? 

Mr. Baxsrrt. I believe we have some in our records at the plant 
and I will be glad to provide it. 

(Information requested not received at the time hearing was 
printed. ) 

Mr. Morgan. Did you furnish any parts or basic tooling to either 
of the other contractors ? 

Mr. Basprrt. Yes, I furnished parts to Radiant Manufacturing 
Co., and basic tools as well as to Cincinnati Industrial Finishing Co., 
on a number of occasions. Specifically to Cincinnati Industrial Fin- 
ishing when they were trying to get acceptance of their first items by 
the Navy. They had no intervolometers. They came to me and 
begged that I give them some from my production. 
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Mr. Morean. What was the approximate time of this? 

Mr. Basprrr. This was in December of 1953 and January 1954. 

Mr. Morean. Did you make any trips to Cincinnati or to Chicago, 
to help the contractors ? 

Mr. Bazsrrr. Yes; I made several trips and people in our employ 
made several trips to help them. 

Mr. Morcan. Were you reimbursed for this expense by either the 
Navy or the contractor? 

Mr. Bassirr. I haven’t been reimbursed for this as yet by the Navy 
and never by the contractor. The only reimbursement we got was 
for the actual parts delivered at an agreed-upon price. 

Mr. Morean. Do you feel this is called for in your contract, this 
extracurricular assistance ? 

Mr. Baxspirr. We were to bill the Navy and they were to supply 
an amendment to the contract which would then allow us to be paid. 

Now the first amendment request that went in was for actual draw- 
ings and reproduction of drawings and certain engineers’ costs that 
we had contracted for with outside people, which is the $13,000. We 
put that in and it took us over a year to have the amendment granted 
and the funds paid and since that time we have never been able to 
get an amendment granted or the contract in its entirety closed out 
as yet. Even though everything had been delivered and production 
stopped as early as July 1954. 

Mr. Morcan. You mentioned in your statement, Mr. Babbitt that 
you had 6 lots of launchers rejected and that 4 of these had ultimately 
been accepted after retesting. 

Of those two remaining batches—these are the Aero 6—A launchers— 
has the Navy accepted any of those or any parts of those ? 

Mr. Bassirr. They did. They sent us shipping instructions to ship 
the fairings to a facility and we shipped 2,000 fairings in January, 
I believe of 1956, and from that date to this, we have been unable to 
get paid for them, since they say the contract calls for a complete unit 
and only part of the unit was shipped, and they don’t give you ship- 
ping instructions for the complete unit and they haven’t tried to 
negotiate for a cost on the partial unit they have accepted and we 
can’t get anybody to talk to us. 

Mr. Rorack. Did they accept those last two batches ? 

Mr. Baspsirr. No, they gave us shipping instructions for the fair- 
ings but not the center sections. 

Mr. Ropack. Who owns those ? 

Mr. Bassirr. Right now I own them. I paid for them and I built 
them. 

Mr. Rosack. Why did you acknowledge the shipping instructions? 
They didn’t offer to pay for them, did they ? 

Mr. Baserrr. Normally when an inspector from the Navy comes in 
with a shipping instruction, a Government bill of lading and gives us 
a DD-250 receipt which is the document they give you in all dealings, 
you take the DD-250 receipt and the invoice and send it to the pay- 
master and then he says, “I have no authority to pay you for partials 
and we won't pay you for the whole thing because you haven't got 
a DD-250 for the rest of them.” 

Mr. Rorack. In other words, he got the fairings. 

Mr. Bassrrr. He hasn’t paid us for them. He doesn’t know how 
to pay us. 
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Mr. Morcan. What is the situation regarding your plant and fu- 
ture operations ? 

Mr. Bassirt. It is a very sad thing. We are going to close. Our 
lease was up on February 15. When the Air Force started negotia- 
tions with us, we asked for an extension of the lease because of the 
delivery dates. Now we have to cancel the extension request and ask 
for 45 days in which to liquidate. 

Mr. Ho.irrevp. I want to question you on that point. You say that 
on November 6 you were ready to liquidate. 

Mr. Bassirr. That is right. 

Mr. Ho.irtevp. You had turned off your help and you were plan- 
ning 

Mr. Bassirr. By the 15th of November, to start all liquidation and 
all sales of equipment by scrap, and tearing down of our conveyor 
systems and dismantling all the tanks and all the assembly tables 
and selling all the electrical handtools and everything that was in 
there. 

Mr. Hotirtevp. In other words, salvaging what you could out of 
your investment which at that time amounted to how much equipment 
in your plant? 

Mr. Bassrrr. $395,000. 

Mr. Houtrrevp. At that time General Thurman came to you on 
November 6 and said he was in trouble and upon questioning he said 
that they needed rocket launchers. 


Now, on November 6, was there an international situation that had 
suddenly developed ¢ 

Mr. Bapprrr. There had been. It seems that France and Great 
Britain and Israel had attacked Egypt, at the Suez Canal, and there 
was a problem. 


Mr. Houtrretp. Your conversation with him, that was one of the 
reasons that 

Mr. Bassrrr. No. It suddenly comes to me now that that might 
have been a reason for the call but I don’t know. 

Mr.Houirtetp. They needed rocket launchers. 

Mr. Basprrr. They needed rocket launchers and they just told me 
they couldn’t get any and they needed them because the inventory 
was deficient and they had waited quite a while. 

Mr. Ho.irtevp. Now, isn’t it true that we have a supply—that the 
Air Force has a supply from your original—I will withhold that 
question and ask it of the Air Force. I will propound that question 
to the Air Force which would be more proper, I think, for it to come 
from them because it would be hearsay on your part. 

There was an international situation there which seemed to indicate 
that there might be an accelerated need for these launchers, at that 
time apparently. 


Mr. Bassirr. That reason was not given to me but it may have been 
the cause of it. 

Mr. Rosackx. Mr. Chairman, I wonder if we could have an observa- 
tion by Mr. Babbitt about how this situation could be improved. 
Perhaps he would want to submit that in writing or he may want 
to give it now. For example, if a bid is submitted and a lot of changes 
are made, is that a devious way of getting around open competition, 
or: perhaps these things shouldn’t have been in competition being 
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somewhat in a development stage—in other words, how should the 
Government deal in this field ? 

Mr. Baserrr. Sometimes in the field just competitive bids without 
a learning curve for these supposedly capable manufacturers doesn’t 
give you a product. It gives you a series of changes which suddenly 
bring up the price without any apparent reason. 

We had a very fine example in the beginning of the program— 
it hadn’t been carried out; it had been thought of—the Navy’s ap- 
proach on the first 5,000, making a pilot run and then developing out 
all the production techniques that could then be passed on to other 
people, by buying the rights and then having the lead contractor help 
teach what other sources they wanted to create. Then at least they 
would have successful production in an item of this type. 

At other times, a developer who has a gamble, has spent $200,000 
to $250,000 to develop an item, has provided samples for tests that 
were favorably considered and reports issued that it was acceptable 
and made a standard of the Air Force armament picture. 

Mr. Houtrrevp. You testified that as a result of this last approach 
to you and your postponement of your liquidation, that it has cost 
you approximately $200,000. 

Mr. Baserrr. That is right, sir. That just includes overhead and 
retention of key people, the preparing of all the production schedules 
and the preparation for the receipt of materials since the deadline was 
45 days from the possible latest point that we could receive a contract, 
which we had stated as December 10. And in order to produce 5,000 
units for immediate use, we had to step out and hold all our people 
and prepare everybody. And there, with rent, telephone and every- 
thing contingent on it, and the whole plant lit up and everybody 
working and kept back. 

Mr. Houtrrerp. In other words, you had your key personnel in idle- 
ness practically during this period. 

Mr. Bassrrr. After the first 10 days in idleness and after that 
preparing, getting everything lined up so that we could turn the 
current on at one time and have all the machinery going the moment 
we received the final piece of paper and be in immediate production. 

Mr. Hotirrevp. Do you have a question ? 

Mr. Ecxuart. Is it your opinion that but for the fact the Air Force 
contacted you in November, you would not have had to put out this 
expenditure of $200,000, or close to it ? 

Mr. Bassrrr. Definitely. 

Mr. Ecxnart. Is there any recourse that you have, legal or other- 
wise, by which you might recoup some or all of that amount? 

Mr. Bassrrr. I don’t believe so. 

I don’t know. 

Mr. Ho.irtetp. Of course, in the study of procurement we are very 
much interested in the methods which are used which, as in this 
instance, seem to militate against the small-business man doing busi- 
ness with the Government. 

Now, you have had 4 or 5 years of experience doing business with 
the Government. Would you have any advice to give on the line of a 
small-business man trying to do business with the Government on 
procurement contracts ¢ % 

Mr. Baserrt. He hasn’t got a chance. The present way they look at 
it, he is dead. He might as well stop. I am stopping and starting all 
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over again. In commercial practice, in commercial industry, or going 
back to being an engineer—and you will find that with people all over 
the country. And there is nothing you can do about it. 

Mr. Ho.irte.p. Yet you and your company are the ones who brought 
down a rocket-launcher price from several hundred dollars to the 
neighborhood of $25 apiece. 

Mr. Bassirr. We proved that the savings in the cost of gasoline used 
by the aircraft more than paid for the rocket launcher they used as a 
weapon. And there are definite official statements of that as far back 
as 1952, when it was brought into Korea and was used by the First 
Marine Division to come out of the hills in Korea. We have it in 
definite statements thereafter and in official reports from the Air 
Force and the Navy. 

Mr. Ho.trietp. And you developed a nonstrategic 

Mr. Bassirr. The use of nonstrategic materials in a defense item. 

Mr. Houten. In a disposable item. In an item that you could 
jettison, an expendable item ? 

Mr. Baseirr. That is right. We have even made motion pictures 
which I would like to send to you—sound pictures of attack tests that 
were done in Florida, which show the very great capability of this 
launcher, with the use of the 2.75 rocket. It was used to great ad- 
vantage during the firepower demonstrations in May of 1955, I believe, 
in Florida, where they brought some B-57’s, 84’s, 86’s and 89’s right 
down the field and showed the pock flashing and the exact blowup of a 
possible enemy through this entire area. 

Mr. Howirietp. Are there any other nations that you know of that 
are using this type ? 

Mr. Baseirr. A similar type we helped develop through NATO for 
the French Government, a 19-rounder, which is being used success- 
fully, but it has a different application than the one intended by the 
Navy and the Air Force. 

There was a 32-rounder we helped develop for the A. V. Roe Co., in 
Canada, which is used on English and Canadian aircraft. We de- 
veloped certain hangers which would allow the use of the MA-3 and 
originally the 6—A for single-point suspension on the aircraft of Great 
Britain. 

Mr. Houirtetp. Mighty Mouse ? 

Mr. Bassirr. No, Mighty Mouse is the name of the rocket itself. 
This was the launcher that fired the Mighty Mouse. It was the only 
one that they finally had because none had proved successful before 
that. Then the Smiley, when we put out this little pamphlet show- 
ing all the details and the entire story of the history of the rocket 
launchers, in 1955. 

Mr. Houirtecp. Mr. Babbitt, we thank you for your presentation 
this afternoon. The members of the staff will confer with you further 
on materials that we need for the record. 

We have granted the Air Force the privilege and right of coming 
before us on the following Monday at 2 o’clock for such testimony as 
they wish to give on this procurement contract. 

(Whereupon, at 4:05 p. m., the subcommittee adjourned to re- 
convene at 10 a.m., Monday, February 11, 1957.) 
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MONDAY, FEBRUARY 11, 1957 


Hovus® or REPRESENTATIVES, 
Mitirary Operations SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to recess at 2 p. m. in room 1501, 
New House Office Building, Hon. Chet Holifield (chairman), pre- 
siding. 

Present: Representatives Holifield (presiding), Kilgore, Lipscomb, 
and Minshall. 

Also present: Herbert Roback, staff director; James F. Eckhart, 
counsel; Earl J. Morgan, chief investigator; Robert J. McElroy, 
investigator, and Carey Brewer, senior defense specialist. 

Mr. Hotrrretp. The subcommittee will be in order. 

This afternoon we continue our public hearings into the military 
procurement.of rocket launchers. The Air Force witnesses will tes- 
tify. 

On Thursday, February 7, I notified Gen. Edwin W. Rawlings, 
Commander of the Air Materiel Command at Wright Patterson Air 
Force Base, of these hearings, and requested him to appear, or to 
designate his representative to appear, and to be prepared to tes- 
tify on all phases of the Air Force procurement of rocket launchers. 

General Rawlings has designated Brig. Gen. William T. Thur- 
man—who is, I believe, Deputy Director for Procurement at Head- 
quarters, Air Materiel Command—to represent the Air Force today. 
General Thurman has other Air Force representatives with him, 
and they will be identified as they participate in the hearings. 

My wire to General Rawlings and his reply, designating General 
Thurman, will be entered at this point in the record. 

(The material referred to is as follows :) 

FEBRUARY 7, 1957. 
Gen. Epwin W. RAWLINGS, 
Commander, Air Materiel Command, 
Wright-Patterson Air Force Base, Dayton, Ohio: 


The Military Operations Subcommittee of which I am chairman is- holding 
publie hearings on rocket launcher procurement. The subcommittee intends to 
hear Irving L. Babbitt of Century Industries Corp. on Friday, February 8, at 
2 p. m., in room 1501, New House Office Building. 

We would like to have you, or your designated representative, appear Mon- 
day, February 11, at 2 p. m., at same hearing room to testify publicly on all 
phases of Air Force procurement of launchers. Busy schedule of subcommit- 
tee compels intensive afternoon hearings. Trust you wil lbe able to accommo- 
date the subcommittee despite short notice. 

CueEtT HOLIFIELD, 
Chairman, Military Operations Subcommittee. 
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WRIGHT-PATTERSON AIR FORCE BASE, OHIO 8, 


February 8, 1957. 
Hon. CHET HOLIFIELD, 


Chairman, Military Operations Subcommittee, House of Representatives, 
Washington, D.C.: 

This will acknowledge your wire of February 7, 1957, regarding appearance 
before your subcommittee to testify publicly on all phases of Air Force procure- 
ment of launchers. I have designated Brig. Gen. William T. Thurman as my 
representative to appear on Monday, February 11, 1957. 


E. W. RAWLINGS, 
General, USAF Commander. 

Mr. Houtrtevp. I may say that our purpose in these hearings is a 
constructive one. We want to help the Air Force and the Department 
of Defense strengthen their procurement procedures and obtain the 
necessary supplies and equipment to make them an efficient fighting 
force. 

The Air Force has recognized our constructive purpose in inquiring 
into the rocket launcher procurement program. Thus Maj. Gen. J. W. 
Kelly, Director of Legislative Liaison for the Air Force, under date 
of August 15, 1956, sent me the following letter which I shall read 
into the record: 


DEAR Mr. CHAIRMAN: During your discussion with General Thurman on 
August 3, you requested certain information and documents relative to the MA-3 
rocket launcher procurement. 

I am pleased to forward herewith the information desired and am taking this 
opportunity to express our sincere gratitude to you and your committee for the 
manner in which you have conducted this investigation. You have not only 
demonstrated a thorough understanding of our procurement problems, but your 
approach has been constructive and extremely helpful to the Air Force. 

Sincerely yours, 


Jor W. KELLY, 
Major General, USAF, 
Director, Legislative Liaison. 

Speaking as the chairman of this subcommittee, I will say frankly 
that I have been critical of certain phases of the rocket launcher 
procurement program. This subcommittee has received complaints 
about this program, and the staff has assembled considerable infor- 
mation as the basis for these hearings. 

Our information is not complete, and we have asked the Air Force 
to bring to the subcommittee its entire contract files on the 2.75 rocket 
launcher. Further information also will be developed in these hear- 
ings. If necessary, the Air Force testimony will be continued on an- 
other day so that the record will be complete. 

Before heari ing the Air Force witnesses, I will ask Mr. Earl Morgan, 
chief investigator of the staff, to summarize briefly the main develop- 
ments in the Air Force procurement of the 2.75 rocket launchers and 
the subecommittee’s inquiries concerning that procurement. 

Mr. Morgan. 

Mr. Morcan. Mr. Chairman, this is a summary of Air Force pro- 
curement of expendable 2.75-inch airborne rocket launchers. This 
statement represents the staff’s understanding of Air Force participa- 
tion in the expendable cluster airborne rocket launcher (ECARL) 
program since 1953. The staff has no substantial information on Air 
Force developments prior to that time. 

During mid-1953 the Air Force awarded a contract to Century En- 
gineers Corp., of Burbank, Calif., for 400 MA-1 launchers. This con- 
tract called for modifying the Aero 6A design, and producing a lim- 
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ited quantity of launchers capable of suspension from HVAR—high 
velocity aircraft soickets canine ati mounts. The Air Force suspen- 
sion system differed from that of the Navy. 

The design of the Aero 6A Navy launcher at that time did not allow 
universal use on Air Force as well as Navy airplanes. The MA-1 
launcher was to be similar to the Navy Aero 6A with the modified sus- 
pension system. The unit price under the Century Engineers contract 
was about $200. 

The Air Force then in February 1954, requested proposals from two 
companies, Century Engineers ne C entury Industries Corp., of San 
Pedro, Calif., for 100,000 MA-1 launchers. Centry Engineers’ pro- 
posal was at a unit price of about $79, while Century Industries pro- 
posed a unit price of about $51. 

Prior to submission of the proposal, Century Industries had offered 
another launcher that they had developed at their own expense, which 
they called Smiley. Century Industries delivered about 100 of these— 
at no cost to the Government—for comparison testing against the 
MA-1. 

In addition to the bid on the MA-~1 launcher, Century Industries of- 
fered an alternate proposal on the Smiley (MA-3) launcher at a unit 
price of about $39 for the 100,000 quantity. 

The testing by the Air Force of the MA-3 and MA-1 launchers re- 
vealed certain advantages that the MA-3 offered over the MA-1. The 
Air Force then negotiated a contract with Century Industries for 
100,000 MA-3 launchers at a unit price of $36.62. 

During the negotiations and at the time the first samples were sub- 
mitted to the Air Force for the comparison test, Century Industries 
made known to the Air Force that the Smiley was considered a pro- 
prietary item. The Air Force entered into the contract with Century 
Industries on November 8, 1954, knowing that the claim of proprietary 
rights existed, 

Before the completion of deliveries on this contract, the Air Force 
issued invitations for bid on additional quantities of about 300,000 
launchers. Half of this quantity was to be reserved for negotiations 
with small-business firms exclusively. 

Subsequently a contract was awarded to the Weatherhead Co. of 
Cleveland, Ohio, on November 8, 1955, at a unit price of $20.46, In 
order to make the award to the Weatherhead Co., the Air Force first 
had to override or have changed the initial fac ility capability report 
(FCR) on Weatherhead which was negative in several respects. 

In December 1955, a contract was negotiated with Polan Industries 
of Huntington, a Va., under the small-business reservation, at a 
unit price of $ $20.3 

Knowing of the subcommittee’s interest in this area of procure- 
ment and its request to be advised of developments, General Rawlings 
notified Chairman Holifield of the Air Force decision in regard to the 
Weatherhead award. 

Thereupon the chairman responded in a telegram of November 
10, 1955, to General Rawlings, which noted some of the problems 
attendant upon this type of procurement, including the small business 
aspects and the unresolved question of proprietary rights, and ex- 
pressed the subcommittee’s continued desire to be kept informed. 

The text of the chairman’s wire is attachment 1 to this statement. 
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(The material referred to is as follows :) 


ATTACHMENT 1 


(Telegram to Gen. E. W. Rawlings, commander, Air Materiel Command, from Hon. Chet 
Holifield, chairman, Military Operations Subcommittee] 


NOVEMBER 10, 1955. 

Thanks for your personal interest in informing me regarding the recent de- 
cision on rocket launcher bids. My knowledge of cost involved and long ex- 
perience in techniques used to obtain contracts at loss price levels causes me 
to anticipate a later request for price increase of original bid. Any future price 
changes or requests for such upward revisions of the original bid upon which the 
contract was awarded will be of interest to me and my subcommittee. The 
history of the development of the rocket launcher program has been a matter 
of interest to our subcommittee for some months. The treatment accorded the 
pioneer developer of the plastic type launcher has, in my opinion, been unfair. 
If pioneer development by small business producers of valuable defense items 
are not accorded the consideration given big business producers our total defense 
production capacity will be impaired. The question of proprietary rights has 
not been settled in this particular case. The ability to produce the item needed 
is therefore in doubt. Your assurance that consideration will be given the small 
business proposals is reassuring. Our subcommittee requests that we be informed 
of future developments on the original award and subsequent awards in the 
small business field. Thanking you for your courteous cooperation and with 
best regards. 


CHetT HOLIFIED. 


Mr. Morean. Further staff investigations revealed the delinquency 
of Weatherhead as the prime contractor in furnishing preproduction 
samples of rocket launchers to the Air Force and raised serious ques- 


tions about the status of the small-business, set-aside contract to 
Polan. 

The chairman wrote to General Rawlings on April 25, 1956, re- 
questing certain information on the contract developments and a 
briefing by designated Air Force personnel. 

An executive session hearing was held on May 2, 1956, in response 
to the chairman’s letter of April 25. The text of the chairman’s 
April 25 letter is attachment 2 to this statement. 

(The material referred to is as follows :) 


ATTACHMENT 2 
APRIL 25, 1956. 
Gen. Epwin W. RAWLINGS, 
Air Materiel Command, Wright-Patterson Air Force Base, 
Dayton, Ohio. 

DEAR GENERAL RAw.tines: In November and again in December of 1955, I 
called your attention to certain developments in the procurement by your com- 
mand of 2.75 (MA-8) rocket launchers. You may recall that I expressed the 
subcommittee’s serious concern about Air Force policy of going into open com- 
petitive procurement for products developed by pioneer firms when such action 
in the case of these launchers, seemed to be (1) in clear disregard of at least 
arguable proprietary rights, and (2) against the policy of encouraging small 
business developers and producers. 

I must say at the same time that this expression was in no way in conflict 
with the generally advisable policy of procurement by open competitive bidding 
whenever possible. This is particularly advisable on items which are in the 
open market and which have been in production for some time. That was not 
the case in reference to this particular product, either as to the history of its 
production or as to the determination of the claimed proprietary rights. 

In my telegram of November 10, 1955, and in my wire to you in December 
1955, I was prompted to comment on the award to Weatherhead and then to 
Polan Industries of a contract to each firm for the production of 150,000 
launchers. The Weatherhead firm, as a result of a sealed bid, was awarded 
a fixed price contract on November 25, 1955, and the Polan Industries has nego- 
tiated contract dated December 9, 1955. 
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While I have never been satisfied that your command negotiated with a 
sufficiently large number of proposers, or even with qualified experienced pro- 
ducers, this subcommittee is accepting the fact that these awards were finally 
made with the expectation that the best interests of the Air Force would be 
served. Five months have elapsed since the award to Weatherhead and 4 months 
since the award to Polan Industries. This subcommittee believes, therefore, 
that your command can provide certain performance experience about these two 
contractors. 

This subcommittee desires to determine what progress has been made on these 
two contracts. While a listing of questions which the subcommittee has in 
mind, might be enumerated and our inquiry conducted by correspondence, the 
degree of responsiveness would be only as good as the clarity of the questions. 
Therefore, since the subcommittee is not, at this time, considering a formal 
hearing, it requests that an informal preliminary conference be arranged in the 
subcommittee office, room 1611, New House Office Building, on May 2, 1956, at 
8:30 a. m. The subcommittee requests that you provide at least the following 
personnel : 

Mr. E. M. Gable, AMC, buyer 

Mr. J. Slamer, AMC 

Col. C. Wilson, AMC 

Mr. C. A. Rush, AMC 

Lt. R. A. Kirkpatrick, AMC, WCLGH 

Maj. Gene Shoemaker, Cleveland, Ohio, APD 

Maj. McGowan, Cleveland, Ohio, APD 

Mr. A. G. Hoffman, production specialist (FCR, Polan) 


In addition to providing your file on these contracts for this conference, it is 
requested that the following be made available: 
1. Order No. 21109, referred to in C. A. Rush trip report dated November 7, 
1955. 

2. The complete FCR survey report on the Weatherhead Co. 

3. Recent requests, if any, by Weatherhead and/or Polan for deviations in 
schedules, performance specifications, or materials. 

4. Recent requests, if any, by Weatherhead and/or Polan for unit price 
revisions. 

5. The local Cleveland APD progress reports on Weatherhead. Also AFQCR 
reports. 


6. The local APD progress reports on Polan Industries. Also AFQCR reports. 


7. Test reports by Wiley Laboratories on Weatherhead preproduction 
launchers. 


8. Test reports on Polan Industries preproduction launchers. 
Sincerely yours, 


CHET HOLirFIeLp, 
Chairman, Military Operations Subcommittee. 


Mr. Morean. By letter dated April 26, 1956, the chairman requested 
of General Kelly, Director of the Office of Legislative Liaison for the 
Air Force, certain supplementary information to be made available 
for the May 2 meeting. The chairman’s letter to General Kelly is 
attachment 3 to this statement. 

(The material referred to is as follows:) 


ATTACHMENT 3 
APRIL 26, 1956. 
Maj. Gen. J. W. KExy, 
Director, Office of Legislative Liaison, 
Department of the Air Force, Washington, D. C. 

DerArR GENERAL KELLY: Enclosed is a copy of a letter dated April 25, 1956, to 
General Rawlings, Air Materiel Command, regarding the procurement by the 
Air Force of 2.75 (MA-3) rocket launchers. 

The subcommittee would like to have the following items available for the 
conference which are in addition to those listed in the enclosed letter to General 
Rawlings : 

1. The complete FCR survey report on Polan Industries, Inc. 

2. Subcontract agreement between Polan Industries and Weatherhead Co. 
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3. Letter from San Bernardino AMA, dated October 21, 1955, including special 
survey report on Wyle Laboratories, dated October 18, 1955. 

4. Report of proceedings of Facility Advisory Board, CAPD, dated October 21, 
1955. 

5. Record of Facility Advisory Board action, dated October 26, 1955. 

Your cooperation in this matter will be appreciated. 

Sincerely yours, 
CuetT HOvIFIELD, 
Chairman, Military Operations Subcommittee. 


Mr. Morcan. At the session of May 2, the Air Force representatives 
acknowledged that the contractors were delinquent, but conveyed 
their hope of ultimately receiving a satisfactory item from both con- 
tracts. Other areas discussed at that time were the subcontracting ar- 
rangements by Polan to Weatherhead, the facility capability reports, 
and the small-business policy. 

In view of the contract arrangement between Weatherhead and 
Polan, all efforts at making and delivering a satisfactory preproduc- 
tion launcher were confined to the one contractor, Weatherhead. 

The contractor had many difficulties. First the launchers failed 
to pass the environmental tests, then they failed the firing tests. Later 
still other problems faced the contractor. 

By letter dated July 30, 1956, to General Rawlings, the chairman 
reviewed these problems and the contractors’ continued delinquency, 
and asked for a further briefing on Air Force intentions regarding 
this delinquency, which was supplied by General Thurman in an infor- 
mal conference with the chairman and the subcommittee staff on 
August 3, 1956. 

The text of the chairman’s letter of July 30 is attachment 4 to this 
statement; the text of General Rawlings’ telegram in reply—desig- 
nating General Thurman to appear—is attachment 5 to this statement. 

(The material referred to is as follows :) 


ATTACHMENT 4 
JULY 30, 1956. 
Gen. Epwin W. RAWLINGS, 
Air Materiel Command, 
Wright-Patterson Air Force Base, 
Dayton, Ohio. 

DEAR GENERAL RAWLINGS: As you know, the Military Operations Subcommittee 
has been following with interest the Air Force rocket launcher program. Your 
recent contract award of the MA-3 rocket launcher, with a so-called set-aside 
for small business, raised a number of problems which the subcommittee explored 
in a preliminary way in an executive session with Brig. Gen. W. T. Thurman 
and other Air Force procurement personnel. 

Among these problems were the apparent defeat of the small-business set-aside 
policy by allowing the small-business contractor to subcontract the reserved por- 
tion to the successful bidder on the unreserved portion; the consequent elimina- 
tion of a second or diversified source; the failure of the contractor (who is also 
the subcontractor) to meet preproduction delivery schedules, an eventuality 
foreseen originally by some Air Force procurement personnel ; and other matters 
which the subcommittee examined at the May 2 hearing. 

Recently Mr. Earl Morgan of the subcommittee staff was at Eglin Air Force 
Base to observe test firings of 10 preproduction samples of the MA-3 rocket 
launcher. It is our understanding that these preproduction launchers contain 
some major modifications over those called for in the original specifications and 
drawings in the invitations for bid. This raises, of course, a question of fairness 
in relation to the original bidders. 

The subcommittee would like to have copies of the contractor’s proposals to 
modify the specifications; also copies of the weekly test and monthly progress 
reports dating from May 2 when our hearing was held. It is our understanding 
also that the test firing witnessed by Mr. Morgan was the 1ith test firing of 
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the contractor's preproduction samples. The subcommittee would like to know 
what the total cost per firing was and whether these tests were conducted at 
Government or contractor expense. 

In view of the contractor’s failure, so far, to conform to his delivery schedules 
on the preproduction model, with no apparent indication when the Air Force will 
receive proven MA-3 rocket launchers, the subcommittee would like to be in- 
formed whether the Air Force intends to wait until the contractor finally pro- 
duces, regardless of the time involved, or whether it intends to exercise its 
default privileges and seek other sources of production. 

Also the subcommittee would like to know whether any changes are con- 
templated in Air Force procurement policy regarding subcontracting of second 
source or set-aside portions of contracts to the primary contractor. 

If you deem it more convenient to have these questions answered in person 
by a designated representative of the command, I will be available in my office 


through August 8 and will be glad to talk with your designee and report back to 
the subcommittee. 


Sincerely yours, 


Cuet HoLirie.p, 
Chairman, Military Operations, Subcommittee. 


ATTACHMENT 5 


WASHINGTON, D. C., August 1, 1956. 
Hon. Cuetr HOuirie.p, 


House of Representatives, 
Washington, D. C.: 


Routine 012200Z unclas MCG—S—2-E: This will acknowledge your letter of 
July 30, 1956, regarding the rocket-launcher program. In response to your 
suggestion we are sending Brig. Gen. William T. Thurman to discuss this matter 
with you at 1330 hour on August 3, 1956; it is our understanding that repre- 
sentatives of the Legislative Liaison Division, Department of the Air Force, 
have arranged for the time; if this is not satisfactory, please advise. 


B. W. RAwLINGs, 
General, USAF, Commander, 
Commander, AMO, Wright-Patterson Air Force Base. 


Mr. Morean. In the meantime, the Small Business Administration 
had been requested by the chairman to look into the small-business 
policy aspects of the Weatherhead-Polan ae arrangements. 
The text of the chairman’s letter, dated July 30, 1956, to the Small 
Business Administration, is attachment 6 to this statement. 

(The material referred to is as follows :) 


ATTACHMENT 6 
Juty 30, 1956. 
Mr. Donatp A. HIpKINs, 
Deputy Administrator, 
Small Business Administration, 
Washington, D. C. 


Dear Mr. HrpeKins: I appreciated your courtesy in discussing with me and 
the staff of the Military Operations Subcommittee, of which I am chairman, the 
problems involved in procurement set-asides to small business which are then 
subcontracted to big business. These problems have been of concern to my 
subcommittee for some time, particularly in connection with military precure- 
ment of rocket launchers. 

In view of our mutual interest in this matter and the statutory concern of 
your agency to see that small-business policies are followed, I would appreciate 
your looking into the specific military procurement which we have discussed. 

I would appreciate having a report from you on the matter. 

Sincerely yours, 
CHET HOLIFIe Lp, 
Member of Congress. 
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Mr. Morean. In the meeting of August 3, 1956, with the chairman 
and staff, General Thurman voiced continued optimism that the con- 
tractors’ ‘problems would be solved, and the Air Force would obtain 
a successful rocket launcher. He disclosed, however, that the Air 
Force, in an effort to help Weatherhead, had ‘conducted some 10 to 12 
test firings of about 60 launchers at Eglin Air Force Base at consider- 
able cost to the Government. As of that time, August 3, 1956, this 
cost to the Government was an estimated $35,000. 

General Thurman described the Weatherhead-Polan contractual 
arrangements—originally considered to be a subcontract—as a joint- 
venture effort to produce the launchers. He also stated his belief that 
Polan personnel were assisting Weatherhead in overcoming the diffi- 
culties being encountered. 

This statement does not accord with subsequent information ob- 
tained by the subcommittee. A copy of a telegram dated August 7, 
1956, from the Cleveland Air Procurement District to AMC, Dayton, 
Ohio, stated in part: 


Be further advised Polan personnel have rendered no assistance whatsoever 
to the Weatherhead Co. in development of rocket launchers. 

General Thurman further indicated on August 3 that if the con- 
tractors were not successful in passing the environmental and firing 
tests by late September, he would then give serious consideration to 
terminating the contracts. 

The discussion with General Thurman led to a request for addi- 
tional documentary information, which was supplied by General Kelly 
by letter dated August 15, 1956. The chairman read the text of this 
letter in his introductory statement. 

For the record, a list of the enclosures with General Kelly’s letter 
is presented as attachment 7 to this letter. 

(The material referred to is as follows :) 


ATTACHMENT 7 
[Accompanies letter dated August 15, 1956, by Maj. Gen. J. W. Kelly to Chairman Holifield] 


List of enclosures: 


1. Copy of invitation for bid which was sent to the Weatherhead Co. (See 
contract file.) 
2. Copy of request for proposal which was sent to Polan Industries. 
3. Roster of Air Force and Polan representatives who participated in meet- 
ing of December 6, 1955, together with related material. 
4. Copy of letter dated March 8, 1956, from Weatherhead to COAMC, 
5. Copy of TWX from Cleveland Air Procurement District to COAMC relative 
to number of Polan Industries personnel aiding in development of launcher. 
Also information on weight of launcher. Weights referred to represent complete 
launcher assembly. Specification for MA-38 launcher specifies that maximum 
weight of empty launcher assembly may not exceed 25 pounds. 


Mr. Morgan. By letter dated October 8, 1956, the Small Business 
Administrator, Wendell B. Barnes, submitted a report to the chair- 
man which stated that the Polan business arr angement with Weather- 
head “completely defeats the purpose of the Small Business Act.” 

He advised that disbursements on a Small Business Administration 
loan of $250,000 to Polan had been stopped, after an initia] disburse- 
ment of $27,000. The text of Mr. Barnes’ letter to the Chairman is 
attachment 8 to this statement. 
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(The material referred to is as follows :) 


ATTACHMENT 8 


SMALL BUSINESS ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 


Washington, D. C., October 8, 1956. 
Hon. CHer HovLiFiecp, 


Chairman, Military Operations Subcommittee, 
Committee on Government Operations, 
House of Representatives, Washington, D. C. 


DEAR CONGRESSMAN HOLIFIeLp: Further reference is made to a hearing before 
your subcommittee, subject : Airborne Rocket Launchers MA-3, and to your letters 
of July 30 and August 2, addressed to my deputy, Mr. Donald A. Hipkins, re- 
questing investigation by this office. 

I find that only about 18.5 percent of the $3 million contract awarded to the 
Polan Industries at Huntington, W. Va., is being performed in their plant. This 
contract Was awarded to Polan as a result of a “small business set-aside,” as 
provided in the Small Business Act of 1953, Public Law 163, 83d Congress. I 
further find that most of the remainder of this contract has been subcontracted 
to the Weatherhead Co., of Cleveland, Ohio, a big-business concern. 

Needless to say, I am in full accord with your conclusion that such action on 
the part of a small concern completely defeats the purpose of the Small Business 
Act. Fortunately, such situations do not occur with any frequency. However, 
in the instant case I am powerless to take any remedial action. In the original 
preaward survey of this company by the Air Force, it was indicated that about 
22 percent of the contract was to be subcontracted. Subsequently, and without 
the knowledge of this office, the Air Force approved Polan’s request to sub- 
contract another 60 percent of their contract. 

At this date the only action which I can take is one looking toward the pre- 
vention of a recurrence of this situation. I am enclosing a copy of a letter which 
I have addressed to the Secretary of the Air Force on this subject. 

For your information I would like to cite a phase of this problem with which 
you may not be familiar. At the time this contract was awarded to Polan, they 
applied to SBA for a $250,000 direct loan with which to finance it. I approved 
the loan mainly for the reason that Polan is located in a “distress labor area,” 
and the performance by them of a major portion of this $3 million contract in 
their plant would keep about 150 employees occupied for many months to come. 
About $27,000 was immediately disbursed. Since your conversation with Mr. 
Hipkins, and our subsequent investigation which verified the fact that an addi- 
tional 60 percent had been subcontracted, I have refused to make any additional 
disbursements. 

Our loan is well secured and I am not concerned about complete recovery 
even if we disbursed the entire amount. Nevertheless, I consider Polan has 
broken faith and I do not propose to authorize any further disbursements unless 
I am convinced it is to the best interest of the Government to do so. 

Sincerely yours, 
WENDELL B. Barnes, Administrator. 

Mr. Morean. Mr. Barnes enclosed with his letter of October 8, 
1956, a copy of a letter of the same date to Donald A. Quarles, Secre- 
tary of the Air Force. A conference of SBA and Air Force repre- 
sentatives was requested “with a view to discussing ways and means 
to prevent a recurrence of this problem.” 

The text of Mr. Barnes’ letter to Mr. Quarles is attachment 9 to 
this statement. 





| 
| 
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(The material referred to is as follows :) 


ATTACHMENT 9 


SMALL BUSINESS ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., October 8, 1956. 
Hon. DoNALp A. QUARLES, 
Secretary of the Air Force, 
Washington, D. C. 

Dear Mr. QuAaRLES: I am very much concerned over a problem which has 
arisen as a result of a contract awarded to a small company under a “small 
business set-aside” and the subcontracting of a major portion of that contract 
to a big company who was the recipient of a contract for the non-set-aside portion. 

The small company is the Polan Industries, of Huntington, W. Va., and the 
large company is the Weatherhead Co., of Cleveland, Ohio. This matter was 
the subject of a hearing on May 2, 1956, before the Subcommittee on Military 
Operations of the House Committee on Government Operations. Brig Gen. 
W. T. Thurman, Headquarters, AMC, and Mr. Gerritt Wesselink, Associate 
General Counsel, Headquarters, USAF, both testified at this hearing and can 
brief you on the details. 

I would appreciate your designating someone to confer with Mr. Donald A. 
Hipkins, one of my deputies, with a view to discussing ways and means to 
prevent a recurrence of this problem. 

Sincerely yours, 
WENDELL B. BaRNEs, Administrator. 


Mr. Morean. At General Thurman’s request, another conference 
was had with the chairman and staff on October 11, 1956. The chair- 
man’s view of this meeting was conveyed in a letter dated October 13, 
1956, to General Rawlings, which also pointed out that the contractors’ 
delinquency by then had run for some 7 months. 

A definition statement of Air Force plans in this procurement area 
was requested. The text of the chairman’s letter to General Rawlings 
is attachment 10 to this statement. 

(The material referred to is as follows :) 


ATTACHMENT 10 


HOwSsE OF REPRESENTATIVES, 
MILITARY OPERATIONS SUBCOMMITTEE OF THE 
COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C., October 13, 1956. 
Gen. EDWIN W. RAWLINGS, 
Commander, Air Materiel Command, 
Wright Patterson Air Force Base, Dayton, Ohio. 


DEAR GENERAL RAWLINGS: As you know, my subcommittee has been following 
closely the Air Force rocket-launcher-procurement program. 

Several conferences have been held with General Thurman and other Air 
Force personnel for briefing purposes, and I have directed the subcommittee staff 
to keep itself informed on all major developments. 

The last conference with General Thurman was held on Thursday, October 11, 
at his request. He wanted to report on the status of the rocket-launcher pro- 
gram, which has encountered numerous difficulties and has so far failed to 
result in production. The contract was let in November 1955. 

Without wishing to cast any reflection on General Thurman, I must say that 
this was a most unsatisfactory meeting. He did not have the answers to many 
pertinent questions and his comments raised other questions which are very 
puzzling. May I observe in this connection that information supplied to us 
from time to time by the Air Force has not always been up to date and contains 
various discrepancies or contradictions. 

The Weatherhead Co., as the prime contractor, is about 7 months overdue in 
delivering 20 preproduction samples of the rocket launchers to the Air Force 
for testing. Instead of defaulting the contract, the Air Force evidently has 
treated it as a development contract, testing various preproduction samples 
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partly at Government expense, overlooking the contractor’s delinquency, and 
permitting various changes in specifications. All this is being done despite the 
fact that this was ostensibly a fixed-price competitive bid contract. 

The most recent information conveyed by General Thurman appears to be 
that the environmental testing specifications, as they apply to vibration testing, 
are too severe, and that consideration is being given to a downward revision. 
Why the specifications were so drawn, and why they were different from those 
presented to the original bidders, is not altogether clear. 

General Thurman also indicated that specific launchers undergoing environ- 
mental testing will not thereafter be subjected to firing tests. It would appear 
that the environmental tests are relatively meaningless unless the same launchers 
are tested in actual firing. Apparently this change in procedure is another 
expedient designed to compensate for the long delays in the delivery of samples 
and the inability of the manufacturer to produce a launcher which can success- 
fully pass the original test requirements. 

While the desire to get some results from this contract is understandable, yet 
each deviation and distortion of the original contract requirements compounds 
the inequities to the original bidders. 

Adding to the confusion and complexities of this situation, the Air Force made 
a small-business set-aside of 150,000 launchers ($3 million), one-half of the 
total procurement, to Polan Industries of West Virginia, and then allowed Polan 
to make a deal with Weatherhead to produce its share. Thus Weatherhead’s 
failure and Polan’s failure are one and the same. The Air Force did not use 
this opportunity to assure itself of a second source. 

Thus we have the absurd condition that Weatherhead pre-preproduction 
launchers have one batch labeled ““Weatherhead” and the next batch labeled 
“Polan.” The arrangements between the two companies, while not very clear 
even to Air Force personnel, entail a curious scrambling of production. Polan 
presumably has to give the Air Force a financial credit for waiving environ- 
mental testing, since Polan produces no launchers. 

I have checked with the Small Business Administration on the set-aside fea- 
ture. The Administrator advises me that while he has no say in the procure- 
ment, he agrees that it is completely contrary to small-business policy as ex- 
pressed by the Congress. Further disbursements on a small-business loan from 
SBA to Polan have been stopped. 

On August 3, General Thurman told me that in the fall, by September or 
October, the Air Force would have to “fish or cut bait” on the Weatherhead- 
Polan contract. On October 11 he indicated that with a few revisions in specifica- 
tions, the launchers would be acceptable as preproduction samples. 

I would appreciate having from you a definitive statement as to Air Force 
plans in this matter. In light of the fact that this contract was awarded after 
competitive bid, I would also appreciate having from you a statement of the 
justification for changes in specifications made, or to be made, and for the ex- 
penditure of substantial Government funds to assist the manufacturer in 
developing preproduction samples. 

With kindest personal regards. 

Sincerely yours, 
CHET HOLIFIELD, 
Chairman, Military Operations Subcommittee. 


Mr. Morean. General Rawlings replied by letter dated October 
23, 1956, in which he stated that the Air Force was awaiting an 
evaulation of contractor tests on sample launchers by the Air Force 
armament center before deciding upon further action. 


The text of General Rawlings’ letter is attachment 11 to this state- 
ment. 
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(The material referred to is as follows :) 


ATTACHMENT 11 


HEADQUARTERS AIR MATERIEL COMMAND, 
OFFICE OF THE COMMANDING GENERAL, 
WRIGHT-PATTERSON AIR FoRCE BASE, 
Dayton, Ohio, October 23, 1956. 
Hon. CHetr HOo.irtexp, 
Chairman, Military Operations Subcommittee, Committee on Government 
Operations, House of Representatives, Washington, D. C. 


Dear Mr. HouiFretp: I regret that unexpected circumstances have compelled 
me to delay an answer to your letter of October 13, 1956, concerning Air Force 
procurement of rocket launchers from the Weatherhead Co. and Polan Indus- 
tries, Inc. 

You have requested a statement of Air Force plans in this matter. Ten 
launchers which have undergone contractor tests and reports on them are to be 
delivered to the Air Force today. The reports will be evaluated by the Air 
Force armament center and further tests, including actual ground-firing tests, 
will be performed. After findings and recommendations are furnished to this 
command, we should be in a position to decide what further action we should 
take. 

Relative to your request for justification of changes in specifications made or 
to be made, no contractual changes in specifications have been made in either con- 
tract at this time. We have received minor requests for changes which should 
improve performance and will result in an overall savings to the Air Force if 
granted. In the event that a production release is given, we probably will grant 
these requests as being in the best interests of the government. 

A change in specification, relating to vibration tests, may be brought up for 
consideration. We will have to await evaluation of test reports by the Air 
Force armament center to know whether this is a problem and, if so, wherein 
its solution lies, 

I assume that your request for justification for the expenditure of substantial 
Government funds to assist the manufacturer in developing preproduction 
samples refers to the fact that the Air Force armament center has tested several 
lots of launchers fabricated by the manufacturer. Our job is to obtain material 
of the requisite quality as nearly in accord with the time aspects of requirements 
as possible. When the first samples produced by the manufacturer failed to pass 
prescribed tests, we determined that permitting the contractor to work further 
on his launchers and doing additional Air Force testing, to determine whether 
the additional work had produced an acceptable article, would give us the best 
probability of earliest delivery. This is not unusual with the type of noncom- 
mercial articles we buy. 

Your advice that the Small Business Administration is of the opinion that the 
subcontracting arrangement from Polan Industries, Inc., to the Weatherhead Co. 
is completely contrary to small-business policy as expressed by the Congress, came 
as a surprise to us. After your hearing of May 2, 1956, during which you raised 
this question, we checked the matter with the special representative of the Small 
Business Administration, located here, who advised us to the contrary. A 
copy of this correspondence is enclosed. As you know, we have been advised 
by legal counsel that the straight fixed-price contract involved gives us no legal 
right to control the amount of subcontracting, as distinguished from the right to 
disapprove a subcontracting source. 

There are some things about this procurement which have not turned out as 
we expected. Unfortunately, even with the best judgment we can bring to 
bear, this happens occasionally among the thousands of procurement actions 
which the Air Force must take every day. When it does happen, we try to 
work the matter out to the best advantage to the taxpayer. We are doing that 
here. 

We will advise you further when we have received the evaluations and recom- 
mendations of the Air Force armament center and have had an opportunity to 
consider them. In conclusion, I hope you will understand that we are earnestly 
trying to do the thing that makes the most sense. If there is any other reason- 
able solution to this rather complex problem neither I nor my people have been 
able to discover it. 

Best personal regards, 


E. W. RAWLINGS, 
General, United States Air Force, Commander. 
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Mr. Morcan. Among other points in his letter, General Rawlings 
said that the Small Business Administration’s adverse judgment on 
the Polan-Weatherhead arrangement “came as a complete surprise 
to us.” He enclosed an interchange of correspondence with the local 
SBA representative at Wright-Patterson Air Force Base, which he 
considered as “contrary” to the policy expressed to the chairman by 
Administrator Barnes. 


Copies of SBA—AMC interchange are attachments 12 and 13 to this 
statement. 


(The material referred to is as follows:) 


ATTACHMENT 12 
May 14, 1956. 
Subject: Subcontract agreement between Polan Industries, Inc., and the Weather- 
head Co. on MA-3 rocket launcher procurements. 
To: Small Business Administration. 
(Attention: Mr. Robert C. Owens, Box 15, Wright-Patterson AF Base, 
Ohio.) 


1. It is requested that this command be furnished a policy statement regard- 
ing subcontracting, as it pertains to a “set-aside” received by a small business 
concern under a joint determination with the Small Business Administration. 

2. The question arises as a result of this office being informed of a subcontract 
agreement between Polan Industries, Huntington, W. Va. (small business), and 
the Weatherhead Co., Cleveland, Ohio (large business), on MA-3 rocket 
launcher contracts. 

3. Both companies mentioned above have received Air Force contracts for 
this type of equipment. The Weatherhead Co. received an award November 8, 
1955, for 149,829 launchers, at a total price of $3,065,501.34. Polan Industries, 
Inc., received an award December 23, 1955, for 149,829 launchers at a total price 
of $3,051,720.15. 

4. At the time Polan Industries submitted their bid, they indicated that ap- 
proximately 22 percent of the dollar value of the contract would be subcontracted. 
The Columbus air procurement district has informed this headquarters that 
Polan Industries proposed to subcontract from 70 percent to 80 percent to the 
Weatherhead Co., retaining only a small percentage for their Huntington plant. 

5. In view of the above, it is requested that this headquarters be advised if 
such an arrangement is contrary to policies or concepts of the Small Business 
Administration. 


For the Commander: 
Col. E. H. Witson. 


ATTACHMENT 13 


SMALL BUSINESS ADMINISTRATION, 
Wright-Patterson Air Force Base, Ohio, May 14, 1956. 
To: E. H. Wilson, Colonel, USAF, Chief, Aeronautical Equipment Division, 
MCPEA-M, Directorate of Procurement and Production, Wright-Patterson 
Air Force Base, Ohio. 
Subject : Subcontract agreement between Polan Industries, Inc., and the Weather- 
head Co. on MA-3 rocket launcher procurements. 


Dear Str: Reference is made to your letter dated May 14, 1956, in which you 
outlined a question arising as a result of your office being informed of a subcon- 
tract agreement between Polan Industries, Huntington, W. Va. (small business), 
and the Weatherhead Co., Cleveland, Ohio (large business), on a MA-3 rocket 
launcher contract. 

This question arose at the time Polan Industries submitted their bid and they 
indicated that approximately 22 percent of the dollar value of the contract would 
be subcontracted. At a later date you were informed Polan Industries proposed 
to subcontract 70 to 80 percent to the Weatherhead Co., retaining only a small 
percentage for their Huntington plant. 

The Office of Procurement and Technical Assistance, Small Business Adminis- 
tration, Washington, D. C., has directed me to advise you that the proposed sub- 
contracting of 70 to 80 percent by Polan Industries to the Weatherhead Co. is 
not contrary to policies or concepts of the Small Business Administration. 
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In accordance with all existing agreements with the Department of Defense, 
and all existing laws, subcontracting as proposed by Polan Industries is not 
precluded, and until such time as there is an agreement between the Small Busi- 
ness Administration and the Department of Defense, this Administration cannot 
establish a policy contrary to such existing laws and agreements. 

Very truly yours, 


R. C. OWENS, 
Representative in Charge, 
Small Business Administration. 

Mr. Morean. On November 16, 1956, General Thurman, accom- 
panied by Colonels Adduci and Medberry and Captain Harper, ap- 
peared personally in the office of the subcommittee. 

He advised the staff that the Air Force Armament Center, Eglin 
Air Force Base, had recommended that the Air Force seek another 
source for this procurement since the Weatherhead launchers were 
still defective, as reflected in the most recent tests. 

General Thurman stated further that it was the intention of the 
Air Materiel Command to attempt to negotiate a contract with Century 
Industries for 150,000 launchers. 

The proposed agreement with Century Industries, based upon dis- 
cussions with that company, would have a price determination clause 
both upward and downward, with a target price near Weatherhead’s 
contract price, and a maximum price of about $26. 

Need for the remaining 150,000 launchers (reflected in the attempted 
procurement of 300,000 from Weatherhead-Polan) would be reexam- 
ined in the light of current Air Force requirements. 

General Thurman also informed the staff that the Weatherhead 
and Polan contracts were to be terminated at no cost to the Govern- 
ment. The Air Force was said to be reluctant to enforce the default 
clause of the contracts, since the loss would probably force Polan into 
bankruptcy. 

All of the costs to date were to be borne by the individual con- 
tractors, except the cost of testing the launchers at Eglin Air Force 
Base, and the cost of the rockets expended i in test-firing the launchers. 
These costs were to be the burden of the Air Force. 

It was stated further by General Thurman that the Air Force 
had been told by Century Industries that delivery of the first 5,000 
launchers could begin within 45 days after negotiations had been 
completed. 

The Weatherhead and Polan contracts—then about 814 months de- 
linquent—were terminated about November 19, 1956. On January 10, 
1957, General Thurman advised Chairman Holifield by telephone that 
a delay in further negotiations with Century Industries for obtaining 
launchers had been caused while completing testing at the Armament 
Center of a 19-round launcher (Aero 7D) being procured through 
the Navy. 

The results of these tests, and the recommendation of the Armament 
Center, were considered as having potentially great effect on a policy 
decision which was about to be made. That decision was whether 
to procure any more 7-round launchers, or, instead, to procure 19- 
round launchers. 

In a letter dated January 18, 1957, General Kelly advised the 
chairman that a command position had been reached by Headquarters, 


———— 
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Air Materiel Command, to purchase the 19-round or Aero 7D launcher 
on a competitive bid basis. It was stated: 


It has been determined that this item is superior in performance and with 
minor modifications adequately fulfills the Air Force requirements. 


The text of this communication, which bears no classification, is 
attachment 14 to this statement. 


ATTACHMENT 14 


DEPARTMENT OF THE AIR FORCE, 
OFFICE OF THE SECRETARY, 
Washington, January 18, 1957. 
Hon. CuHet HOLIFIELD, 
Chairman, Military Operations Subcommittee, 
Committee on Government Operations, House of Representatives. 

Dear Mr. CHAIRMAN: I have just been informed that a command position has 
been reached by Headquarters, Air Materiel Command concerning the procure- 
ment of the Air Force remaining requirement of rocket launchers. The decision 
was made late yesterday by that command to purchase the Aero—-7D launcher 
on a competitive bid basis. It has been determined that this item is superior 


in performance and with minor modifications adequately fulfills the Air Force 
requirements. 


Your committee will be further advised on the particulars of the invention 
for bids and the number of launchers to be procured as soon as the information 


is received. 
Sincerely yours, 
Joe W. KELLY, 
Major General, USAF, 
Director, Legislative Liaison. 

Mr. Morgan. Certain additional background information on the 
Aero-7D launcher is appropriate at this time. There is only one pro- 
duction contract for any sizable amount of 19-round launchers. 

This contract was entered into by the Navy and the Be-Ge Manu- 
factur ing Co. on June 7, 1956, for about 44,000 units at a unit price of 
$90.51. The staff understands, and the testimony presented to the 
subcommittee on February 8, 1957, affirms, that no deliveries of pro- 
duction items on this contract have yet been made. 

The Air Force procurement, which was effected through the Navy, 
fabricated by another company, Century Engineers. One hundred 
of these 19-round launchers have been produced, at a total contract 
price of $58,000, which would indicate a unit price 5 or 6 times as 
much as the unit price specified in the Navy production contract. 

The Air Force procurement, which was effected through the Navy, 
was based upon an award made sometime in August 1956 to Century 
Engineers, whereas the Navy contract with Be- Ge Co. is dated June 
7, 1956. 

In other words, the Navy contract at $90 a launcher preceded the 
Air Force procurement at $500 or $600 per wait. 

The Air Force command position mentioned above, to purchase 
19-round launchers on competitive bid, evidently is based on testing 
the “prototype” launcher fabricated by Century Engineers and not 
on the availability of SE oaien launchers to be delivered by the 
Be-Ge Co. 

Century Engineers has had considerable experience in developing 
rocket launchers, but has never produced launchers under a full pro- 
duction contract using production tooling and proved production 

94005—57——13 
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methods. Be-Ge Manufacturing Co. has had no previous rocket 
launcher experience—either research, development, or production. 

By letter dated January 23, 1957, to General Rawlings, the chair- 
man reviewed the problems in the Air Force procurement of 
launchers, and raised questions about the wisdom of relying upon a 
single type of launcher not yet proved or in production. 

The text of this letter is attachment 15 to this statement. 

(The material referred to is as follows :) 


ATTACHMENT 15 
JANUARY 23, 1957. 
Gen. Epwin W. RAWLINGS, 
Commander, Air Materiel Command, 
Wright-Patterson Air Force Base, Dayton, Ohio. 


Dear GENERAL RAWLINGS: Thank you for your letter of January 21 conveying 
certain information which I requested and indicating the intention of the Air 
Force to procure rocket launchers of the Aero 7D type by competitive bid. 

According to the information which I have, the failure of the successful bid- 
ders on the MA-3 launcher to produce the amounts designated by the Air Force 
has resulted in a serious imbalance in the ratio of 2.75 rockets to launchers in 
the Air Force inventory. The ratio appears to be approximately 30 to 1 in 
place of a required 7 to 1. 

This imbalance is the more serious if my understanding is correct that rockets 
and launchers in this category are, and for some time have been, urgently in 
demand for NATO and other requirements. 

As you know, the procurement failure which I mentioned was recognized and 
accepted by the Air Force after strenuous efforts by both the Air Force and 
the contractor to produce required preproduction samples, efforts extending over 
a period of about a year and long after the delivery dates called for in the con- 
tract. Despite the fact that this was a fixed price advertised bid on a com- 
petitive basis, the Air Force expended substantial sums of money trying to 
help the contractor perform. 

It was a matter of judgment, of course, on the part of the Air Force procuring 
activity whether it should have sought to meet the need for the rocket launchers 
by defaulting the delinquent contractor and placing a new contract, or by con- 
tinuing to work with the contractor in the hope, which turned out to be vain, 
that rocket launchers would be produced. 

When the decision was made finally to terminate the unsuccessful MA-3 
launcher contract, General Thurman so advised the subcommittee staff and repre- 
sented to it that efforts would be made to negotiate with another prospective and 
experienced manufacturer for production of one-half of the quantity of launchers 
under the terminated contract. These efforts came to nought. The prospec- 
tive manufacturer was contacted by Air Force procurement officials, requested 
to come to Wright Field at his own expense (so I understand), and was left 
suspended in an air of uncertainty and half-promises, which only served to 
complicate further his business planning problems. 

I do not know whether there were any cost obstacles barring a negotiation. 
Certainly the Air Force did not hesitate to incur extra costs on the unsuccessful 
contract. The Navy, by contrast, requires the contractor to bear similar testing 
costs for “learning” samples. 

Furthermore, the Air Force refrained from defaulting the MA-3 launcher 
contracts despite delinquency and ultimate failure to perform. Such default 
would have enabled the Air Force to recapture in damages the increased costs 
expended on another contract for the launcher in question. 

The Air Force decision now to abandon the MA-3 launcher altogether and to 
procure the 7D type again poses a matter of judgment whether the Air Force 
will be able, and how long a time will pass, to procure launchers which to date 
have not been successfully produced. 

From information available to me, the Navy procurement in this same area 
has experienced difficulties similar to those which confronted the Air Force 
in its unsuccessful production contract for the MA-3. There have been delays 
in delivery of preproduction samples. There have been numerous requests for 
revisions in specifications. There are impending price adjustments. There are 
contentions that specifications in some instances are to rigid and should be re- 
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vised downward. A particularly significant problem is the reliance of the Navy 
contractor on a certain type of tube or container which the subcontractor has 
been unable as yet to produce in quantities to specifications. 

The question in my mind is whether the Air Force, and the Navy as well, 
are wise to bank all their hopes and expectations on a single type of launcher 
and (possibly) a single source of manufacture, when a diversified procurement, 
both as to type and manufacturing source, would provide a reasonable measure 
of insurance against risks of failure in the production of a category of armament 
which I assume is badly needed. 


I would appreciate having your response to the questions I have raised. Also 
for the subcommittee records, I would appreciate having a breakdown of the 
total costs incurred by the Air Force in assisting the contractor for the MA-3 
launchers which were never produced. 

With kindest personal regards, I am, 

Sincerely yours, 
Cuet HOLIFIELD, 
Chairman, Military Operations Subcommittee. 

Mr. Morcan. Receipt of this letter was acknowledged by Colonel 
Medberry of the AMC Legislative Liaison Division, in the absence 
of General Rawlings (attachment 16). No other reply has yet been 
received, 

(The material referred to is as follows :) 


ATTACHMENT 16 


HEADQUARTERS, AIR MATERIEL COMMAND, 
OFFICE OF THE COMMANDER, 
Wright-Patterson Air Force Base, Ohio, January 28, 1957. 
Hon. CHET HOLIFIELD, 
House of Representatives, Washington, D. C. 

DeAR Mr. Houirie ip: In the absence of General Rawlings, I have taken the lib- 
erty of acknowledging your letter to him of January 23, 1957. 

The questions you have raised are being looked into and you will receive a 
reply from General Rawlings in the near future. 

Sincerely, 
J. R. MEDBERRY, 
Licutenant Colonel, United States Air Force, 
Chief, Legislative Liaison Division. 

Mr. Morcan. This completes my summary review of the Air Force 
rocket-launcher procurement and the subcommittee’s inquiries related 
thereto. 

Mr. Hovirietp. Thank you, Mr. Morgan. 

At this time we will ask Brig. Gen. William Thurman to come for- 
ward to the witness chair. 

General Thurman, if you have any of your associates that you plan 
to call upon for testimony this afternoon, let them also accompany 
you, and we will take a list of their names. 

General THurMan. Thank you, Mr. Chairman. 

1 would like to introduce General Mechling, who is commander of 
the Air Force Armament Center; Mr. Sharp, who is in the Supply 
Division of Headquarters, Air Materiel Command; and © aptain 
Thurman—who is not my son—who is the head of the buying activity 
directly involved. 

Mr. Houirietp. Would you gentlemen like to come forward here 
and have seats at the table. 

As we took the testimony before from the other witness under oath, 
I will ask each of you at this time to be sworn. 

May I ask you gentlemen if there will be others that you might re- 
fer to? 
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General THurRMAN. Sir, there may be—depending on such items 
as the committee may wish to call. 

Mr. Houiriretp, At this time, then, you will submit a list of your 
Air Force personnel and we will have the oath en bloc, so if they are 
called upon for testimony they will consider themselves as having 
been sworn. 

If you will please stand. 

General THURMAN. Will all Air Force personnel stand ? 

Mr. Hontrrerp. Then, as you are called upon for questions or in- 
formation, if you will give your respective names to the reporter, 
at that time, before your testimony, that will be considered proper 
identication. 

Do you and each of you swear that the evidence you are about to 
give this committee will be the truth, the whole truth, and nothing 
but the truth, so help you God ¢ 

(Chorus of “I do.”) 

Mr. Houtrrevp. Thank you, gentlemen. Be seated. 

General Thurman, I understand you havea prepared statement. 


TESTIMONY OF BRIG. GEN. W. T. THURMAN, DEPUTY DIRECTOR, 
PROCUREMENT, HEADQUARTERS, AIR MATERIEL COMMAND, 
UNITED STATES AIR FORCE 


General THuRMAN. Yes, sir. 

Mr. Hourrtrerp. Would you like to give that at this time? 

General THurMAN. Yes, sir; I will be very glad to. 

Mr. Houirre_p. You may proceed. 

General THurMAN. By wire dated February 7, 1957, the chairman 
of this committee requested representation from Air Materiel Com- 
mand to testify relative to all phases of Air Force procurement of 
rocket launchers. It is desired to make the following comments re- 
garding the past actions of the Air Force. 

Late in World War II, the Air Force adopted the 5-inch aircraft 
rocket for air-to-ground use from its fighter-bomber aircraft, utiliz- 
ing 3-point suspension fittings located at several positions under each 
wing of the aircraft. 

During 1947 and 1948, the Air Force followed the Navy develop- 
ment of the 2.75-inch folding-fin aircraft rocket and decision was 
made late in 1949 to adopt this rocket for air-to-air use in the new 
series of USAF interceptor aircraft. 

Development of a new antitank head for this 2.75-inch rocket was 
begun by the Air Force in 1950 to investigate possible air-to-ground 
application of the 2.75-inch rocket as a replacement for the 5-inch 
rocket. Many more of the 2.75-inch rockets could be carried per air- 
craft than the 5-inch rocket, and it was demonstrated that these larger 
numbers of 2.75-inch rockets could provide a much higher proba- 
bility of hits against ground targets. 

Starting in 1951, a lightweight, expendable paper tube launcher 
for the 2.75-inch rocket was first investigated at the Naval Ordnance 
Test Station, Inyokern, Calif. The Air Force was cognizant of this 
work, and, in order to conduct early air-to-ground firing tests of the 
2.75-inch rocket with the high-explosive antitank head from Air 
Force aircraft, a test quantity (10) of the early Navy MK-16 launcher 
was obtained in May 1952. 
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This launcher had been designed for 2-point suspension from the 
bomb racks of Navy aircraft, and a modification of the support 
brackets of the MK-16 launcher was required to permit its installa- 
tion on the 3- “point 5-inch rocket suspension fittings, which were avail- 
able on all USAF production fighter-bomber aircraft. 

Following the preliminary tests and, in anticipation of Air Force 
procurement of a service-test quantity of 250 of these eee an 
additional 50 MK-16 launchers were borrowed from the Navy and 
modified by providing 3-point suspension fittings and electrical con- 
nections to initiate functional suitability tests at AFAC, Eglin Air 
Force Base. 

These MK-16 Navy launchers, modified in accordance with WADC 
exhibit WCEG-—519, were designated by the Air Force as type MA-1. 
In February 1953, contract AF eerie was let to Century 
Engineers, Inc., for a test quantity of 250 each MA-1 launchers. 

As testing of these items progressed, design changes were indicated 
and improvements were incorporated. An additional quantity of 400 
improved MA-1 launchers was procured under contract AF 
33 (600) 26580 to support operational suitability tests at Air Proving 
Ground, Eglin Air Force Base. 

Based on the results of tests of the MA-1 launcher at Eglin Air 
Force Base, this launcher was placed in tentative standard category 
pending completion of modifications and tests to improve fairing 
attachments and jettisoning characteristics. 

During this period of Air Force development and testing, there wa 
a continuing and increasing urgency for external rocket launchers to 
be used in conjunction w ith the 2.7 .75-inch rocket and HEAT warhead 
on all fighter-bomber aircraft for air-to-ground combat support. 

To meet these urgent requirements, procurement action of a pro- 
duction quantity of 353,600 type MA-~1 airborne rocket launchers was 
initiated January 8, 1954, with Century Engineers, Inc. However, 
when it was learned from the Los Angeles Air Procurement District 
that Century Industries Corp. had the production facilities and a 
manufacturing agreement with Century Engineers, a request for 
proposal was also issued to that concern. 

Although Century Engineers had been requested to furnish incre- 
ment lot proposals on the entire quantity of 353,600 type MA-1 
launchers, Century Industries was requested to furnish prices on lots 
of 50,000 and 100, 000 launchers. 

This decision to limit the initial procurement action to less than the 
“ae quantity was based upon the following considerations : 

(a) Quantity of launchers which could be procured without pay- 
ing an excessive premium for incomplete utilization of production 
facilities. 

(6) Retention of a maximum quantity with which to secure fair 
a reasonable competition. 

c) Procurement of a minimum quantity consistent with the ur- 
na y of stockpiling requirements. 

Also, in January 1954, representatives of Century Industries Corp. 
voluntarily submitted to Air Materiel Command an improved pro- 
duction launcher design, based on the MA-~-1 configuration, together 
with a sample launcher called Smiley. This launcher was reputed to 
be lighter, cheaper, and better than the MA-1 which was undergoing 
final testing. 





| 
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Century Industries offered to provide 80 to 100 Smiley launchers at 
no cost or obligation to the Government for ground and air firing 
tests. 

Immediately a high-priority test was initiated at AFAC, Eglin Air 
Force Base, to provide a point-by-point comparison of the Smiley 
launcher with the type MA-1 launcher. Test results of the 80 
Smiley launchers provided by Century Industries indicated the 
Smiley launcher to be superior to the MA-1 launcher, and required 
only minor design changes consisting of strengthening of the end 
bulkhead material and improvement of the fairing attachment 
method. Based on these favorable results, the Smiley launcher was 
designated type MA-—3, and placed in tentative standard category. 

An amended purchase request was issued, covering procurement of 
the MA-3 launcher. Subsequently, contract AF 33(600)28547 for 
100,000 type MA-3 launchers was awarded to Century Industries in 
October 1954. Under this contract the Air Force also acquired 
drawings and data which could be used as the basis for future com- 
petitive procurement. 

Development and test quantities are usually procured on a sole 
source basis and in many cases the first production quantity is also 
negotiated on a sole source basis. This is necessary in order to obtain 
the procurement data required for subsequent competitive procure- 
ments. When specifications and drawings are such that full and free 
competition may be obtained, formal ens is used. 

In July 1955, a joint determination was made at the request of the 
Small Business Administration to split the quantity of approximately 
300,000, to advertise the first portion, and the second portion to be 
awarded to a small-business concern. 

Following this determination, invitations for bid were sent to those 
bidders interested in this type of material. A contract was awarded 
to Weatherhead Corp. on November 8, 1955. Following the place- 
ment of the Weatherhead contract, it was then possible to award the 
portion set aside for small business. This contract was awarded to 
Polan Industries on December 23, 1955. 

It was believed that the engineering talent, past production record, 
and financial resources were such that the contracts could and would 
be performed. The contractors were unable to build the launchers 
according to the specifications furnished them by the Air Force. We 
were, therefore, forced to terminate the contracts with the Weather- 
head Co. and Polan Industries, Inc. 

There are several reasons why the Air Force terminated the MA-3 
contracts for convenience, at no cost to the Government, rather than 
for default. 

First, a serious legal question existed as to whether termination for 
default, if issued, could be sustained on appeal in view of the sub- 
stantial differences of opinion between the Government and the con- 
tractors as to the adequacy of the contract specifications. 

Secondly, both contractors agreed to the termination of the con- 
tracts at no cost to the Government, as a result of which the contractors 
were compelled to absorb the substantial losses incurred by them in 
endeavoring to perform thereunder. 

If the contracts had been terminated for default, and the default 
reversed on appeal, the terminations would have been required to be 
processed as terminations for convenience of the Government. In 
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such event, the contractors’ claims would have been substantial, re- 
sulting in considerable cost to the Government. 

After the terminations, it next seemed most logical to negotiate for 
launchers with the only contractor who had successfully produced 
the MA-3 launcher for the Air Force and your committee was ad- 
vised of our intention to do so. 

The former producer was then contacted for the purpose of deter- 
mining his interest in a new procurement, and to obtain information 
relative to his price and capability to produce. 

During the period of consideration of these factors, this command, 
in conjunction with the armament center, investigated Navy develop- 
ment of launchers, and determined that the Aero 7D had reached the 
stage of development that definitive specifications for this improved 
launcher were practical. 

The decision by the Air Force to procure the LAU-3/A in lieu 
of the MA-3 is based upon information from the armament center 
(AFAC) that the Aero 7D from which the LAU-3/A was developed 
is operationally superior to the MA-3 when used on the F-—100 air- 
craft. 

Further, the development of the LAU-3/A launcher to hang 
cirectly to the bomb pylon of the aircraft eliminates the need for an 
expensive adapter when used on the F-100 aircraft. 

Therefore, when faced with making a choice between additional 
MA/3 launchers, or the new type LAU-3/A, the factors of an im- 
proved launcher and a less costly installation resulted in our decision 
to buy the LAU-3/A launcher. 

The best estimates of our procurement personnel indicate that it 
will be approximately 13 months before LAU-3/A launchers can be 
put into the Air Force inventory, based on competitive procurement. 
In the interim, our supply of MA-3 launchers is available in the event 
of an emergency. 

We were aware that there were some engineering and production 
difficulties encountered by the Navy in the development of the Aero 
7D launchers. However, the Air Force Armament Center has advised 
that the engineering and production problems encountered by the Navy 
on their production contract have been substantially resolved, and 
that a satisfactory launcher can be produced to the specifications that 
have been prepared. 

Consequently, formally advertised procurement for the LAU-3/A 
is presently underway. All of the contractors that have submitted 
bids or proposals for the development or production of rocket 
launchers for the Air Force or Navy, including the former producer 
of the MA-3, have been solicited. 

The failure of the low bidders on the MA-3 rocket launcher pro- 
curement to produce a satisfactory unit has resulted in a situation in 
which there are more rockets than rocket launchers in the Air Force 
inventory. 

However, some time ago the Air Force revised its policy for procure- 
ment of war reserve materiel by the adoption of our current concepts 
of warfare. The revised policy provides that substantially less mate- 
riel is required to be available to support the Air Force war plan. 

The 2.75-inch air-to-ground rockets now in stock were procured 
under the former war reserve policy. Since the war reserve require- 
ments for rockets have now decreased drastically, the requirements for 
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launchers have decreased correspondingly, and the imbalance of 
launchers to rockets is not so serious a problem. The rockets will be 
retained as a contingency reserve to meet future training, and for 
mutual air program requirements. 

A recent revision to the program of military support under the mu- 
tual aid program establishes relatively small requirements for subject 
rockets and launchers of the MA-3 type. Support to mutual aid 
program recipients of the 5-inch rocket, a predecessor to the 2.75-inch 
type, has been fully completed, and is available for use with the types 
of aircraft now possessed by those countries. 

That is the end of my statement, Mr. Chairman. 

Mr. Horirrerp. Thank you, General Thurman. 

Mr. Rosacx. Mr. Chairman, I wonder if we could have from Gen- 
eral Thurman at this point a brief statement of his business and mili- 
tary background. 

General THurMAN. I was admitted to the bar in the State of Georgia 
in 1932. I practiced in Atlanta until 1941, at which time I was called 
into the military service. 

My first assignment was as the contract review and purchasing and 
contracting officer of the Fourth Corps Area of the Army under the 
then organization of the Army. 

I was subsequently transferred to the Office of the Judge Advocate 
General of the Army, where I served in varying capacities, including 
a rather extensive period of time as Army legal adviser on struck 
plants. 

I was part of the prosecution staff at the trial of saboteurs in Wash- 
ington in 1942. I was staff judge advocate of the 92d Division in 
Italy in 1945. 

On return to this country after the end of the war, I was assigned to 
contract termination and surplus property matters in the General Staff 
of the Army. I subsequently became the legal adviser to the Under 
Secretary of War on procurement matters. 

When the Air Force was established as a separate organization, I 
was transferred to the Department of the Air Force and became 
Associate General Counsel of the Air Force. 

I subsequently became General Counsel of the Air Force, and 
assisted in setting up the procurement organization of the Air Force. 

In 1951 I went to Europe and served as Deputy Chief of Staff of 
the Allied Air Forces of Central Europe, which is a NATO organi- 
zation. 

From there I went to the Office of the Inspector General of the 
United States Air Force as Director of Procurement Inspection, and 
from that position I came to my present assignment, which is Deputy 
Director of Procurement, Headquarters, AMC. 

Mr. Ropacx. Do you hold a Reserve commission in the Regular 
military service ? 

General Tuurman. I held a Reserve commission when I entered the 
service. I am now in the Regular service. 

Mr. Ropack. General Thurman, do you have an estimate of all the 
development and production costs on the 2.75-inch rocket launcher ? 

General THurmMaAN. No, sir. We were not advised of that request 
until, I think, Friday. It takes a substantial period of time. We will 
accumulate those costs to the best of our ability and submit them to 
the committee. (See pp. 389-394.) 
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Mr. Ropackx. Thank you. Do you have any cost figures for the 
procurements that are mentioned in your statement here, for example, 
on the first page ? 

General THurMAN. You mean with respect to each of the contracts 
mentioned ? 

Mr. Rosack. That is right. What we would like to have is a list 
of all the contracts, the source from whom procured, the date of the 
contract, and the amount of the contract. 

General THurMAN. We do not have that listed as such, but we will 
certainly supply it to the committee. 

Mr. Morgan. Mr. Chairman, we want that also for research and 
development and not procurement alone, or production alone. 

General THurmMan. Could we be perfectly sure what the committee 
wants, because we want to submit it. Would you mind restating it to 
include all that you wish? 

Mr. Ropack. We would like to have a list of the contracts, of the 
sources from whom procured, the amounts of procurement, the type 
of the contract—as to whether it is a production or development 
contract—and the amount of the contract. 

General THurMAN. All right, sir; we will provide that. 

Mr. Rozack. And any other costs that are related to those con- 
tracts. If there are any costs tnat are attached to this particular 
area, development or production 

General THURMAN. Would you spell that out a little more ? 

Mr. Rosack. For example, in the case of the Weatherhead contract, 
first costs were incurred which arose from the contract but weren’t 
necessarily shown on the face of the contract. 

General THurman. Are you referring to test costs and things of 
that sort ? 

Mr. Rozack, That is right. In other words, we want to get a cost 
estimate for this program, to the best of your ability. 

General THurRMAN. To the best of our ability, we will do that. It 
must be recognized that there are a lot of indirect costs that we have 
no way of ascertaining. 

(See pp. 389-394.) 

Mr. Ropack. You make a reference on page 1 of your statement to 
the higher porbability of hits against ground targets with a 2.75-inch 
rocket. Do you have any studies of optimum fire ‘density with regard 
to rockets? 

General THurmMan. May I ask General Mechling to answer that 
question / 








TESTIMONY OF MAJ. GEN. EDWARD MECHLING, HEADQUARTERS, 
AIR FORCE ARMAMENT CENTER 


General Mrcuitne. Such studies have been made. I haven’t got a 
complete review of all of them. This was very carefully tested and 
studied out prior to the decision of the Air Force to use the 2.75-inch 
to repalce the 5-inch. I would suggest that, essentially, much of this 
material is classified. 

Mr. Ropack. Are you in a position to state, General Mechling, what 
the optimum fire density of rockets is in relation to their launchers ? 
Iam talking about the 2. 75-inch. 
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Mr. Morean. Which is the most desirable, based on the previous 
studies that have been made? 

General Mecuirine. I won't give you that offhand, because I could 
be wrong. We are right now running some further testing on this 
particular subject, and these tests are not as yet complete. 

Mr. Morcan. General Mechling, you are already on record as recom- 
mending the 19-rounder as having certain advantages over the 7- 
rounder. Is this one of the adv antages, or is it not one of the consider- 
ations ? 

General Mecuiine. It is very definitely an advantage. 

Mr. Morgan. Can you provide us with that information ? 

General Mecuiinc. We will be glad to provide that information. 

(See p. 390.) 

Mr. Howirrevp. Any information which is requested, I will state 
to the witnesses, that does infringe upon security, of course, the com- 
mittee will understand when you so state and will be perfectly willing 
to postpone any answers along that line until the executive session. 
We are just as anxious as you are, of course, on that point. 

General Mecuuine. There are solid technical reasons why you get 
a better pattern on the ground from the 19-tube launcher than you 
would from an equivalent number of 7-tube launchers. There are 
also some features in the construction of the launcher itself which 
promote more predictable accuracy. 

Mr. Rosack. How far can we discuss that, General ? 

General Mecuurne. I can’t discuss it any further in open meeting. 

Mr. Hoxtrieup. Could you answer the question as to whether you 

rxake that observation on the basis of all of the 19 rockets being fired 
subaninenit to each other, or whether you make it on the basis of separ- 
ate segments of firing? 

General Mecuurine. I make it on the basis of performance results 
of the testing we have had to date. The testing is not complete, and 
we will have further verification of these particular facets of the 
problem very, very shortly. 

Mr. Rozack. You say the testing of the 19-rounder is not complete ? 

General Mecuiinc. We know enough about the 19-rounder to have 
full justification for the recommendation we made to AMC. There 
are, naturally, many additional mathematically fine determinations 
which we want to go into so we can prepare rocket-firing tables and 
the manuals that will be issued along with the rocket launcher so 
they can do the best job of getting hits with the equipment. This is 
what we are working on. 

Mr. Rowack. Mr. Chairman, there are a number of technical matters 
which are under a security classification. I suggest we try to pursue 
that with the Air Force in executive session. With regard to the 
Navy mark 16 launcher obtained in 1952, were those launchers ob- 
tained from the Navy ? 

General THurMAN. It was my understanding they were. I have 
no personal knowledge of the matter. 

Mr. Rogack. I would like to have that information. 

Mr. Hortrievp. Were those seven-round launchers at that time ? 

General THurman. May I ask Colonel Wilson if he knows the 
precise answer to that, who is chief of the Aeronautical Equipment 
Division ? 
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Colonel Wirson. I am afraid I would have to refer that to Mr. 
Balch. 

General THurmMan. You are talking about something that hap- 
pened several years ago. 


TESTIMONY OF JOHN W. BALCH, CHIEF, GUN AND ROCKET 
BRANCH, WEAPONS GUIDANCE LABORATORIES, WRIGHT AIR 
DEVELOPMENT CENTER 


Mr. Baucu. My name is John Balch from the Wright Air Develop- 
ment Center. The launchers of which you are speaking, the Mark-16, 
was an original Navy development, 7-round expendable paper tube 
launcher, designed for 2-point suspension from Navy bomb rack-type 
mounting. 

Mr. Rosack. What was the relation between that and the Aero 6A ? 

Mr. Baucu. It was a predecessor to Aero 6A. It was not designed 
to serve as a shipping container, for example. It was much later in 
construction. It was modified for installation on Air Force aircraft 
for the first tests ‘for the 2.75-inch for air-to-ground use. 

Mr. Moraan. Would the reporter read that back. I was distracted 
there for a moment and I didn’t get the question. 

(Questions and answers read.) 

Mr. Morean. The rocket suspension fittings which were available 
on all United States Air Force production fighter-bomber aircraft, 
were these the so-called HVAR fittings? 

Mr. Batcu. That is correct. 

Mr. Morean. Can you give us a list, or can you tell us now what 
aircraft these are that you are referring to here in your statement, 
General Thurman, about all United States Air Force production 
fighter-bomber aircraft, and at what time? 

General THurMan. No, sir; I don’t think I can give you offhand all 
types and series involved. It included the F-84 and the F-86—they 
were perhaps the principal ones. Some of the earlier aircraft—I am 
sorry I can’t give you offhand all the types and series. 

Mr. Moraan. Can you tell us what aircraft currently in inventory 
still use this type of suspension system ? 

General THurman. I would like to ask General Mechling to check 
me on this. I think all aircraft of that type except the Century 
series. Am I correct! 

General MecuiinG. That is correct. 

Mr. Morean. All fighter-bomber aircraft except the Century series / 

General THurMAN. Except the Century series, and the B-57, I 
think, is also included in that. 

Mr. Morgan. Can you tell us how this suspension system and use 
in the Air Force differs from the Navy suspension system? Do they 
use a different mounting arrangement ? 

General THurMAN. May I defer to the engineering side of the house 
to answer that question ¢ 

General Mecuiine. Do you want to explain that, Mr. Lansing ? 

General THurmMan. Mr. Lansing is of the Air Force Armament 
Test Center. 
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TESTIMONY OF ALBERT LANSING, AIR FORCE ARMAMENT CENTER 


Mr. Lansing. My name is Albert Lansing from the Air Force 
Armament Center. The Navy primarily has used the Aero 14.4 rack, 
which has a 14-inch clearance between bomb lugs, whereas the Air 
Force uses the 5-inch HVAR installation, which is a 3-point suspen- 
sion system with a single post forward and 2 posts back. That is a 
significant difference. 

Mr. Morean. Can you give us any cost comparison between the 
Navy Aero 14A rack ond the Air Force HVAR suspension system / 

Mr. Lanstne. No; I don’t have exact cost figures. Of course, it 
would be logical to say that the 14-inch pylon rack would cost more 
than 3 HVAR posts. 

Mr. Morean. In your technical opinion, which would create the 
most drag? 

Mr. Lanstne. I would say that the drag would probably be com- 
parable. Although there is more area on the Aero 14A, it is a stream- 
lined shape. Actually it is frontal area that probably contributes the 
most to drag. I would say that there is not too much difference. 

Mr. Morgan. Can the Aero 14A be jettisoned or withdrawn into 
the wing surface ? 

Mr. Lanstnc. The Aero 14A is retained in the exposed position. 

Mr. Morgan. Can the suspension system used by the Air Force 
be jettisoned or withdrawn so that the undercarriage is clean ? 

Mr. Lanstna. There was one version of the 84, I believe, that could 
be retracted. However, most of that HVAR posts remained ex- 
posed as in the case of the 84’s, the B-57, and the 86. 

Mr. Morgan. General Thurman, will you take the responsibility 
of having someone furnish us this cost information on the two systems, 
the Air Force and the Navy, as known to you people? 

General THurman. I will do so. 

(See p. 389.) 

Mr. Ropack. General Thurman, with reference to page 2 of your 
statement, can you state more precisely the “continuing and increasing 
urgency for external rocket launchers,” the bottom of the page 

General TuurMAN. I am not quite sure what your question is, Mr. 
Roback. 

Mr. Rorsack. At the beginning of the last paragraph on the page, 
you say: 

During this period of Air Force development and testing, there was a continuing 
and increasing urgency for external rocket launchers. * * * 

Can you tell us about the period you are discussing and the nature 
of the urgency ? 

General Turan. May Lask Mr. Sharp, who is in our supply divi- 
sion at AMC Supply Directorate to address himself to that question ? 


TESTIMONY OF D. G. SHARP, SUPPLY DIVISION, AIR MATERIEL 
COMMAND, SUPPLY DIRECTORATE 


Mr. Suarp. My name is Donald Sharp. On that point, in 1953, and 
1954, which is the period we are speaking of here, it was right after the 
conclusion of the Korean hostilities. During the Korean hostilities 
we had procured and had used in Korea extensive quantities of these 
5-inch rockets that we have referred to. 
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We found, though, that there were qualitative limitations in the 
effectiveness of that type of rocket in combat. 

Further, we had already proceeded to procure HEAT rockets from 
the Navy to fill this newly established air-to-ground requirement for 
the 2.75 inch HEAT rocket. 

At that time we did not have a launcher coming to us from produc- 
tion to tie in and make us capable of use of the 2.75-inch HEAT 
rocket. That was the basis of the urgency that is referred to, gentle- 
men. 

Mr. Rosack. How did you establish a requirement for the number 
that is designated here, 353,600? 

Mr. Suarp. At that time our policy of buying war reserve rockets 
was such that on a 7-to-1 ratio, which is the ratio of the MA-3 launcher 
to the 2.75-inch rockets, we required this quantity of MA-3 launchers 
to make us effective with the quantity of rockets that were being 
bought. 

Mr. Rosack. We will come back to that point in a minute. 

You say this production quantity was initiated on January 8, 1954, 
with C Yentury Enginers, Inc. What was the rationale for initiating 
that request with Century Engineers / 

Mr. SuHarp. Sir, I think I shall have to defer that question to Gen- 
eral Thurman. It was a matter of procurement at that time as to 
who they selected to produce the item. 

General THurMAN. Do you mean how were they selected as a par- 
ticular source ? 

Mr. Rosackx. They were not a production organization, were they ? 

General THurMAN. This was a development contract. 

Mr. Rorack. For 353,000 4 

General THurMAN. I beg your pardon. I thought you were re- 
ferring to one with Century Engineers. 

Mr. Ronack. That is what I read here. 

General THurman. Are you referring to the production quan- 
tity ? 

Mr. Ronack. That is what I am referring to. 

General THurmMan. Isee. Lamsorry. I misunderstood. 

We went to the previous developer of the item, which was Cen- 
tury Engineers, and as the statement explains, at about that time 
there was a change in the organization or a splitup in the Century 
Engineers—I am not exactly sure how it happened. But the Cen- 
tury Industries, Inc., as we were informed, had the production capa- 
bility which previously had been in Century Engineers. 

Century Engineers, I believe, retained the status of primarily a 
development organization. 

Because of the fact that the production capability which had be- 
longed to the developer of the item was with Century Industries, we 
solicited both organizations, namely, the developer of the item and I 
believe they call it the offshoot of the developer of the item. 

Mr. Rosack. Did Century Ruginepre hold out that they had the 
capacity or the capability of production ? 

Your testimony, as you state it, is that you went to the company 
that developed the item. Then you found out through your local pro- 


curement district that the manufacturing aspect resided in another 
company. 


General THurmMan. Yes. 





196 AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 


Mr. Rosacx. Therefore you decided to go to both companies? 

General THurMAN. Yes. 

Mr. Rospack. What was the rationale of going to the engineering 
company ¢ 

General THurman. Because they were the developer of the item 
technically. 

Mr. Rogpack. Then it was the policy of the Air Force, at least as you 
considered it then, to refer back to the developer of the item for a pro- 
duction quantity ? 

General THurman. It is normal policy of the Department of De- 
fense with respect to some types of items to go to the developer of an 
item for an initial production quantity. That is particularly true 
where we don’t have specifications which are adequate to do anything 
else. 

This was consistent with that policy. 

Mr. Morcan. General Thurman, it appears from your statement 
here that this initial production quantity was to be the full 353,600. 
Was that your intention at that time ? 

General THurMAN. I can’t give you the exact. rationale behind that, 
because this happened before my connection with the thing. 

But my understanding is that there was consideration given to 
placing the entire production quantity. It was then realized that from 
& requirement standpoint, we could defer a part of the procurement 
toa later date. 

So it was decided that we would in effect split the procurement, go 
to the original developer or the successor in interest, attempt to get 
adequate specifications on which to conduct the competition and to 
conduct the competition on the remainder. 

So I think it follows that the specific answer to your question is 
that there was thought of awarding the entire quantity originally. 
During the development of the matter, there was a decision to split it. 

Mr. Ropsack. Item ¢ on page 3 explaining the decision to limit the 
initial procurement, refers to the consistency with the urgency of 
stockpiling requirements. 

Apparently between the time you decided to initiate this procure- 
ment in January 1954, and the time you decided to limit it some short 
time later, presumably, you have a difference in the urgency of your 
stockpiling requirements, perhaps as much as 100 co 

General Tuurman. I will ask Mr. Sharp to amplify that a little 
bit, Mr. Roback. I don’t think that necessarily follows. It is a 
matter of whether you have to order the full quantity at a given time. 

Do you wish to amplify on that, Mr. Sharp? 

Mr. SHarp. I believe I can, General Thurman. At that time the 
policy that we were following in the acquisition of war reserve ma- 
teriel, one of the key points was to keep in being a production source. 
You did not go out and buy the full quantity of your war reserve 
requirement at one time. You tried to get your minimum initial 
requirement filled, satisfied, so you had a capability. Then you tried 
to retain a production organization in being—a production base, so 
to speak—so that at any time if war should commence, you could 
accelerate that production base to its maximum production capability. 

The quantity of 100,000 was a judgment figure that was used, or 
rather decided upon for which it gave us this initial capability, after 
which we were able to procure this at a normal rate and maintain 
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industry behind us—maintain an industry that had a production 
capability to accelerate if we had to mobilize during that period of 
time. 

Mr. Rosack. Was your decision about an economic production re- 
lated to the capacity of the potential producers, or was it related to 
the requirements of the Air Force? That is one of your requirements 
here as to how many you decided to let at one time, whether you 
would have to pay more if you let a smaller quantity ? 

Mr. Surv. We feel that the quantity of 100,000 certainly repre- 
sented a quantity that was of sufficient magnitude that you could get 
as low a floor of prices as you could expect in a quantity production. 
That is one of the criteria that went into this 100,000. 

Mr. Rosack. So that the price the supplier would quote would de- 
pend in some sense or some way upon the amount that you held out 
for procurement. 

Mr. Suarp. Yes. 

General THURMAN. It normally does. 

Mr. SHarp. That is right. However, I have no knowledge as ta 
whether industry had any knowledge of the remainder that was to be 
bought or not. Not being in the procurement field, I cannot say. 

If we had procurement still underway by other contractors, we 
would still have a production source in being in which we would then 
be meeting one of the requirements of our program at that time. 

Mr. Houirrevp. Do you attach importance to the maintenance of a 
production source in being in each of these fields of supply ? 

Mr. Sure. In this field of ammunition ; yes, sir. 

Mr. Houirire tp. I know that on one occasion the Navy insisted on 
having at least three sources of supply for a similar item. The argu- 
ment that was given at that time was, of course, from the standpoint 
of having additional know-how, dispersal of production facilities, 
and additional capacity to expand and produce in case of an emergency. 

Does the Air Force follow along that line of thinking to the same 
extent the Navy does, to the general extent that they do! 

Mr. SuArv. Mr, Chairman, the Air Force policy was just like you 
expressed it. We were compatible with the Navy. However, about a 
year ago we changed our policy, modified it somewhat. I am not at 
liberty. to go into details on this new policy because I am afraid I 
would be getting into some security information if I do, but it has 
si ti it somewhat. 

General THurmMAN. May I comment on that, Mr. Chairman, be- 
cause I am not sure that the witness correctly understood the question. 

As I understood the question, it related to basic mobilization poli- 
cies rather than quantities and qualities. 

As I am sure every member of the committee knows, the mobiliza- 
tion policies on which the Air Force operates are basically laid down 
by the Department of Defense. At one time in the development of 
the policies of the Department of Defense, as Mr. Sharp mentioned, 
there was emphasis upon keeping a production base going instead of 
creating a reserve inventory. 

At a later time in the development of the policies of the De>-art- 
ment of Defense, that was changed to create an inventory position, 
with less emphasis on a production base going. 
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Mr. Houirievp. Has that been changed again? From my reading 
of the papers, I understand the present policy of the Defense Depart- 
ment is not to stockpile, but to maintain the capacity to produce. 

General THurMAN. That, sir, is true with respect to some items. It 
is not true with respect to other items. Like other policies, the policy 
of mobilization in the Department of Defense is an evolutionary 
policy. 

Mr. Houtrrevp. In the case of the procurement of an item which 
is estimated to be an item of use in warfare, the same item being an 
item which takes time for tooling up for production, if you are going 
to be prepared, isnt it almost necessary to either have an inventory 
in being or the capacity to produce ? 

GENERAL THURMAN. Sir, it is difficult to answer that question 
without getting into security considerations. If the committee in- 
tends to have 

Mr. Houtrrevp. Let’s forget about security and just take common- 
sense. If the Suez crisis had broken out into an open warfare and 
we had become involved, would it not have been necessary at that 
time for you to have had either an inventory in being of war equip- 
ment or the capacity to immediately start in to substantial production 
of the items that you would have needed 4 

General THurMAN. We certainly would have had to. 

Mr. Howirtetp. This is a matter of commonsense. It isn’t a mat- 
ter of security. You have either got to have one or the other. 

General THurMAN. There is no question about it. 

Mr. Hourrrevp. The point I was getting at was, from what I read, 
there seem to have been three policies under which you have operated 
within the last 4 or 5 years. 

The first was to have multiple sources of supply and a reduction 
in inventory; and then there was a substitute policy of having an 
inventory in being which was accepted for a certain period of time. 

Now, from what I have read, from statements of the high com- 
mand, we are back to the statement of utilization of the capacity to 
produce rather than inventory. I just don’t know where we are 
under that rapid shifting of policy. 

General THurMAN. May I go back to the statement I made a while 
ago that it depends on the item. There are some items which we can 
produce enough of and stockpile to take care of mobilization require- 
ments. There are others that it is not feasible to do so. It is not from 
an economic standpoint possible to do so, or from a technical stand- 
point possible to do so. 

The type of item where we can stock an adequate war reserve, the 
policy of maintaining a going production base is not applicable to 
that type of item. 

Mr. Houtrrerp. Then if we apply that to this particular item, and 
in view of the history that you have had of these companies trying 
to produce this, the time that it takes them to find out that they can’t 
produce it, you are at this time depending on the inventory in being, 
are you not, to utilize your 2.75-inch rockets? 

General THurMan. That follows; yes, sir. 

Mr. Horirrevp. Then does that come about as a result of an applica- 
tion of a new policy ? 
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General THurMAN. It is partly the application of a new policy, or 

a development into a current policy on war concepts. It is partly the 
failure of contractors we have had before to deliver production 
items. 

But the development of war concepts which Mr. Sharp spoke of 
that came into focus about a year ago and has had a very definite and 
distinct effect on it—as mentioned in the latter part of my statement. 

Mr. Horirtevp. All right. Has that concept changed since Novem- 
ber 6% 

General THurMAN. No, sir. 

Mr. Howirterp. Weren’t you applying a concept during the month 
of November increasing your supply of this item 4 

General THurMAN. Yes, sir. 

Mr. Howirte.p. So you could have it in inventory ? 

(veneral THurRMAN. Yes, sir. 

Mr. Hoxirretp. And now you have decided not to increase your 
supply—— 

General THurmMAN. On the contrary, sir, we are presently soliciting 
bids on additional launchers to put into our inventory. 

Mr. Houtrretp. But you are ignoring your present requirement and 
projecting your requirement forward according to your own statement 
another 13 months. That is based on the hope that at the end of 15 
months you will not have a repetition of the experience that you have 
just finished with Weatherhead and Polan. Is that not true? 

General THurman. It is more than a hope, Mr. Chairman. We 
were mistaken on the capability of Weatherhead and Polan before, but 
we have reason to believe that a good engineering and production firm 
can produce the Aero 7D or the Air Force version of it. We trust it 
is more than a hope, anyway. 

Mr. Horrrreip. Without trying to be a Monday morning quarter- 
back, I would say that you told me practically the same thing in re- 
gard to the W eatherhead-Polan—— 

General THurRMAN. Sir, we have to exercise the best judgment we 
can on the basis of the facts available. That is what we try to do. 
That is what we are doing in this case. 

Mr. Hortrrenp. | certainly grant you the right to make a mistake, 
the same as we have the right to make mistakes also. But I am 
pointing out what seems to me a rapid change of policy. You seem to 
be able to reach into the bag and pull out the policy that you want 
right at the particular time. 

Therefore I am inclined to doubt somewhat the reference that you 
have made here to a basic change in policy 

It seems to be a very variable policy to me rather than a new and 
basic policy which you have apparently : adopted. 

Mr. Rosack. Mr. Chairman, the record is not quite clear on these 
several points here. A proposal is made to Century Engineers in 
January 1954 for 353,600 rockets. Then it was said that when Centur y 
Industries was ascertained to be the production entity for this item, 
both companies were approached. 

When Century Industries was requested to furnish prices in lots 
of 50,000 and 100,000, was that on the assumption that this would 
be a divided allocation between the two companies ? 
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General THurMan. It possibly was. I don’t have any personal 
knowledge. 

Mr. Ropack. You don’t know the facts, whether it was or not? 

General THurMAN. No, sir. It seems reasonable. 

Mr. Ropack. Does it seem reasonable? Here you say that you 
proceeded to limit the initial procurement. What are you referring 
to? Irefer tothe fourth line in your statement on page 3. 

General Taurman. The initial production quantity is what it 
refers to. 

Mr. Ropack. Obviously you didn’t have in mind allocating the total 
amount between the two companies. 

General THurmMan. I am sorry; I don’t understand you. 

Mr. Ropack. We will go over it again. A proceurment was initi- 
ated with Century Engineers 

General Touran. You are on page 4, did you say ? 

Mr. Rosacx. That is on the bottom of page 2—for 353,600 MA-1 
launchers. We have established that. Then on page 3, I asked the 
question whether, when Century Industries was requested to furnish 
prices on lots of 50,000 to 100,000, that request was based on an as- 
sumption on the part of the Air Force that the total initial production 
request would be allocated between the two companies. 

Then you said probably, and I said if that were the case, then what 
is the meaning of t he sentence beginning on the fourth line about the 
decision to limit the initial procurement action. 

General THurman. I probably misunderstood your question, for 
which I am sorry. To my knowledge, there was never any intention 
of necessarily splitting that 353,000, or whatever the figure is, between 
Century Industries and Century Engineers. 

Apparently that is where I got off the track on your question. 

Mr. Rosack. Does anybody’ here among the Air Force witnesses 
have the information when Century Industries was approached on this 
particular procurement ? 

General THurman. Century Industries? 

Mr. Ropack. Yes. 

General THurMAN. Does any Air Force personnel know the date 
they were approached for the first time? 

Colonel Wirson. I am also speaking from information which was 
passed to me, but it was my Sodeetientiion that it was January 1954. 

Mr. Rosack. So between the approach in January 1954 to Century 
Engineers and to Century Industries in the same month, a decision 
was made to cut the procurement. 

General Tuurman. I don’t know. If that is material, I will supply 
it to you. 

Mr. Rosack. It follows from your statement. 

Mr. HowiFietp. You have so stated. 

General Tuurman. I think it does, and that was the basis of my 
statement a while ago. 

Mr. Rornack. Then you cite three reasons which were considerations 
in that decision. One of those was that you didn’t want to let so 
small an amount that the price would be prohibitive. 

What was the consideration? Was it the capacity of Century In- 
dustries, Century Engineers, or some other producers? Or was that 
nu consideration at all? 
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General TuurMAN. As it applies to this particular case, specifically 
I can’t give you the information. I can give it to you if it is desired. 

As a general proposition, we normally reach decisions as to produc- 
tion quantities based on a lot of factors, some of which are conflicting 
and need reconciling. In nearly all cases where there is a flexible 
quantity involved, an attempt is made to arrive at a number which on 
a learning curve basis will produce a reasonably low cost. 

That. sometimes is affected by the capability of a sole-source pro- 
ducer to produce. He may not be able to produce that many. He may 
be able to produce more than that. As a matter of judgment, we ar- 
rive at a number which, among other things, we think gives an opti- 
mum production run. 

Mr. Ropack. Within the month of January when you solicited Cen- 
tury Industries for a proposal, you reduced your requirements by, just 
very roughly here, close to 300 percent. 

General THurRMAN. No, sir; we reduced the amount that we wished 
to put on immediate procurement by that amount. We didn’t neces- 
sarily reduce the requirement. 

Mr. Rosack. That decision was made within a space of days, or 
hours perhaps, between your approaching Engineers and your ap- 
proaching Industries. 

General THourMan. That would appear to be so. I don’t have per- 
sonal knowledge, but I will get the information if the committee 
wishes it. 

Mr. Ropack. What is the meaning of the second paragraph denomi- 
nated (b)?% Is there any implication that you had a problem here of 
fair and reasonable competition that was not being obtained ? 

General THurmMan. We operate, as the committee knows, under a 
law—Public Law 413, the. Armed Services Procurement Act—which 
says that advertising will be the normal method of procurement. 

Mr. Rosack. So you are citing a statutory reference and not a par- 
ticular decision in reducing this procurement from 353,000 to 50,000 
to 100,000? 

General THurMan. No, sir; I am citing a decision which was based 
in part on a statutory reference. We attempt to get competition in as 
much of our procurement as possible. 

It is a difficult job at best in the type of thing that we have to buy, 
but we always attempt to get competition. This is just another case 
of our attempting to get competition. 

Mr. Ronack. Then with oeineien to paragraph (c), you started out 
with a procurement of 353,000 and you came in with 50,000 to 100,000. 
Does that mean you have reduced your stockpile requirements, or does 
that mean you have decided to prolong the satisfaction of those require- 
ments ¢ 

General THurMAN. Perhaps I had better ask Mr. Sharp to amplify 
this, but I would like to say this: Everything about the business of 
attempting to create and maintain an air force is a matter of caleula- 
tion, and that is one of the matters for calculation. 

Mr. Sharp, would you like to amplify that any ? 

Mr. Suarr. To go back to what I said earlier, Mr. Roback, we deter- 
mined that 100,000—I say “we”; it was the Air Force, the AMC— 
determined that 100,000 represented both the practical procurement 
quantity to be awarded as well as to provide the initial capability 
that we needed. 








202 AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 


The remainder to be let, as shown here in this paragraph (6)—that 
is, indicated here—that portion we were willing to defer to a slightly 
lesser date, or a later date to secure that quantity in being, and to 
procure it in the means and the way that General Thurman has just 
described. 

Mr. Rozpacx. Do you have documentary information which will set 
forth the considerations, or was this an ex post facto judgment after 
looking back on this thing? Can you supply the committee with the 
interchange within the command that set forth these considerations ? 

Mr. Suarp. Yes, sir: I can do that. 

General THuRMAN. Surely. 

Mr. Suarp. It will have to be at a later time, sir, but we have that 
information. 

(See pp. 390, 398.) 

Mr. Morean. General Thurman, at this point in time, when there 
was consideration to giving a contract to Century Industries or 
Century Engineers to fulfill this requirement, was the Air Force or 
any individual in the Air Force contacted by any individual in the 
Navy or in any other branch of government and advised to stay away 
from Century Industries, that they might get them into trouble or 
cause them embarrassment ? 

General THurMAN. Not to my knowledge, nor have I ever heard of 
such a thing. 

Mr. Morgan. Mr. Chairman, I would like to ask that question of 
every one of the Air Force witnesses or every one of the Air Force 
personnel that have taken the oath in the room here today. 

General TuurmaNn. General Mechling, would you begin the answer- 
ing ? 

Mr. Hortrterp. It will not be necessary for individual answers, I 
think, in the necessity of conserving time. Let us apply the question 
in this way. If any member who has risen here today and who has 
taken the oath has knowledge pertinent to a response to counsel’s 
question here, we would appreciate having him stand up at this time 
and make known to the committee a responsive answer. 

Mr. Rozack. Mr. Chairman, may I interrupt? If there is no re- 
sponse, the committee can assume that no witness, under oath, has any 
knowledge. 

Mr. Hoirretp. That is right. No one having arisen, we will assume 
the answer is in the negative. 

Mr. Moraan. I will ask another question. Has the Air Force or 
any individual in the Air Force, to the knowledge of any of you 
officers or Air F orce personnel here today, at any time been contacted 
by anyone in the Navy or in other branches of government and told 
to stay away from Century Industries and not to attempt to nego- 
tiate a contract with them? 

General Mecuuine. I haven’t such knowledge of any. 

Mr. Rogack. General Thurman, do you have any information in the 
files of the command which would indicate whether that was the case 
or not? 

General THuRMAN. It would depend, Mr. Roback, on how it came. 
If there were an official communication, it would certainly be in the 
files. If such a thing should occur by conversation, telephone call, 
something of that sort, it might or might not be there. 

I am sor ry, but I just don’t know what you are talking about. 
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Mr. Morgan. Mr. Chairman, we will ask if there have been any 
statements made by word of mouth or in writing of which a record 
or a memorandum was made and inserted in any of the files at Air 
Materiel Command. 

General THurMAN. In such a case they should be in there now, if 
they ever existed. 

Mr. Ecxuarr. Mr. Chairman, I have a question. 

Mr. Horirrecp. Mr. Eckhart. 

Mr. Ecxuarr. Is there any provision, General, that you know of 
that permits limited circulation of a particular document drafted by 
someone under your direction or under your supervision whereby the 
document is precluded by incorporation in the document by the 
writer that it shall not go above a certain level, shall not go below a 
certain level, or shall be seen by the eyes of only a designated number 
of people? 

General THurMAN. There is no routine procedure of which I am 
aware that covers any such situation. Once in a while an individual 
in the Air Force—I guess I have done this myself—will write some- 
thing on a personal basis which is sometimes official that is so hugaly 
classified it is important that only a few people know it, in which 

case we use what is referred to as an “eyes only” classification, in 
which it is not opened by anybody except the ree ipient. 

But that in itself is not the subject of a regulation. I have never 
seen it referred to. 

We also have regulations that govern what shall go into a contract 
file and what shall go into buyers’ files. 

But I know of no regulation that is of the nature of which you 
speak. 

May I ask Mr. Poe if he knows of any such regulations. Mr. Poe is 
in the purchasing policy division. 
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Mr. Por. I am without any knowledge of such a regulation. How- 
ever, the regulation covering the content of contract files is section 53, 
part 5 of the Air Force Procurement Instructions. 

Mr. Houtrietp. You are unaware of any procedure under regula- 
tions. Are you aware of any practice from a practical standpoint 
which is carried out along this line? 

Mr. Por. I have never heard of the prac tice, sir. 

General THurRMAN. I am sure, Mr. Chairman, that such things 
must occur where an individual will write something or tell somebody 
something and say, “Don’t let this go any further.” That is human 
nature. But certainly there is no procedure to that effect. 

Mr. Horirtetp. Could there be any such word passed warning the 
personnel to beware of a certain company or a certain individual on 
the grounds that he is under congressional disapproval ? 

General THurMan. It is theoretically oats. Mr. Chairman. I 
don’t believe it has happened. 

Mr. Morean. Mr. Chairman, at least two of the staff members of this 
subcommittee on a previous visit to AMC at Dayton saw a document 
similar in nature to what I was trying to bring out in my questioning. 








204 AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 


We now have the files that the Air Force has furnished us just before 
the hearing started. 

We will attempt to assist the Air Force in producing this docu- 
ment. 

Mr. Hotirtetp. Any assistance which you give, I know, will be 
deeply appreciated. Proceed. 

Mr. Rosack. General Thurman, will you explain what you mean 
by “based on the MA-1 configuration,” referring to the MA-3? 
How similar and how different was that ? 

General THurmMan. May I defer to the engineering side of the 
house. Mr. Balch, can you answer that? 

Mr. Batcu. Would you state that again, please? I didn’t hear 
all of the question. 

Mr. Rosack. I wanted some explanation of this reference to the 
MA-3 being based on the MA-1 configuration. 

Mr. Batcu. To the extent that 

Mr. Ropack. What does it mean in layman’s terms? 

Mr. Batcu. That one is a logical development predecessor of the 
other. The general type of construction, the general purpose which 
it serves, and the general appearance of the thing and the manner 
in which it is mounted on the aircraft and utilized. 

Mr. Rosack. There wouldn’t be any necessary implication in that 
that it would be the same item, let us say, from a patent point of 
view ¢ 

Mr. Baucu. The similarity would lead you to some discussion of 
this, no doubt; but this does not follow necessarily. 

Mr. Minsuaty. Mr. Chairman, before we go on any further, I 
would like to get back to this other point. It seems there is some 
innuendo which I think should be cleared up that there has been 
a wrongdoing on someone’s part. This is an open meeting, and I 
think we ought to go into it a little further right at this point. 

That is the first knowledge I have ever had of it. I would like to 
see these letters that you are talking about and at least clarify the 
point a little bit more than you have. You left them hanging here. 
I don’t think it is fair to these people or anyone else to leave some- 
thing hanging like that. It is a very serious charge you have made. 
I think we ought to go into it right now. 

Mr. Houtrrexp. I believe the staff member has said that on a pre- 
vious visit to the Air Materiel Command he and another staff mem- 
ber did see a document such as his question indicated exists. 

He has now offered to assist the Air Force in finding this docu- 
ment. As far as you know, you cannot locate it right at this mo- 
ment ? 

Mr. Morean. I received the file only about 15 or 20 minutes before 
2 o'clock, Mr. Chairman. In a hasty search through their contract 
file, I could not locate it. 

General THurman. Mr. Chairman, is it possible to give us a little 
bit more information about what this thing is? Somebody might 
recognize it. 

Mr. Hortrretp. I might say I was unaware of this, too. I can 
understand because of receiving the file only 15 minutes before we 
came into this room. I had no chance of talking with him. We 
won’t leave any innuendo. We will clear it up. 
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Mr. Minsuauu. Mr. Chairman, he has implied, though, that there 
is something like that in the file; whereas in fact 

Mr. Ho .irrevp. He has testified that he has seen it. 

Mr. MrinsHati. Have you seen it in the file? 

Mr. Morean. Yes, sir. 

Mr. MrnsHati. What was the date of the letter? Who was it to, 
and who was it from, and what did the letter say ? 

Mr. Morean. I can’t recall to whom the memo or letter was ad- 
dressed, nor can I recall the exact date of the memo. Another member 
of the staff, I believe, made notes of the memo and the contents and 
possibly the date. We haven’t been able to find that. 

Mr. MinsHary. When did you see it? 

Mr. Morean. I saw it at the same time. 

Mr. MinsHartx. When was that ? 

Mr. Morean. It was in January of last year. 

Mr. MrnsHatyt. You mean to say a letter of that importance, you 
don’t remember any more about it than that at this time? 

Mr. Hourrtevp. I will call to the attention of the member the fact 
that the staff members look at thousands of letters. Certainly it wasn’t 
a matter at that time of importance in a hearing. There were no 
hearings at that time. 

Mr. Minswau. It was just as important then as it is now, Mr. 
Chairman, if it connoted some wrongdoing on someone’s part. It 
was no less wrong then than it is now. 

Mr. Horirtetp. No one has said it was wrongdoing. 

Mr. Minsuatt. The implication has been left here that it was a 
wrongdoing, and I think we ought to clear it up, whether it was or 
whether it was not. 

Mr. Houtrtetp. How do you suggest we go about clearing it up 
right at this moment ? 

Mr. MrnsHaty. You are the chairman of this committee, and I think 
you are the proper one to bring it to light. 

Mr. Houtrietp. If the member will help the chairman, the chairman 
will be glad to clear it up. I think it will take a little time to go 
through the files. I assure you we will have an additional meeting 
and maybe several, and the staff will be given an opportunity to 
look through the files. 

I didn’t even have the general’s statement until 5 minutes before 
coming into the room. I have not had a chance to even study the 
statement. There are many questions that may occur by a further 
study of the statement which will require an additional inquiry. 

I assume that this is one of them. There have been occasions that 
have come to the knowledge of the chairman where the word has been 
passed on unofficially to beware of a certain contractor because he 
was “hot,” he was under disapproval of some important person on 
Capitol Hill or some important congressional committee. 

There have been occasions like that. This reference was to see if 
there was any such matter involved here. I think we will go into 
it to find out if there is. 

Mr. MinsHA.. I repeat what I have said, Mr. Chairman. My only 
point in belaboring it at this time is that it has been mentioned, and I 
think until such time as we can clarify the full thing, it should not 
be just left hanging. The staff should be going through that file 
right now and attempting to find this letter. 
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Mr. Horirrecp. We are indulging in a hearing right at this time. 
We will proceed with the hearing. There have been many things 
referred to here which we have given the Air Force the right to’ pre- 
pare for us and give to us. It is impossible to consummate all ques- 
tions or lines of inquiry within one hearing. 

If the member will be patient with me, we will try to obtain any 
information that he wants; but I will have to tell him now it will 
be impossible to always obtain the information that he wants or that 
I want within one hearing. 

We will have additional hearings. 

Mr. MinsHau. The only point I wanted cleared up was this spe- 
cific one I have mentioned, Mr. Chairman. That is all. 

Mr. Morean. Mr. Minshall, at that time we were not aware of 
this testimony that has been presented today such as the approaching 
of the Century Engineers for this quantity and then subsequently 
approaching Century Industries and reducing the quantity that they 
were inviting them to bid on. 

Mr. Minsuatt. Getting back to this, you saw this letter in the file 
last January ? 

Mr. Morgan. We assumed it would still be there today. 

Mr. Mrinswaru. I am surprised you do not remember any more 
about it today than you do. 

Mr. Morcan. Because I don’t remember it precisely, Mr. Minshall, 
I don’t want to make a misstatemen‘ 

Mr. Rosack. I may say, Mr. Minshall, that Mr. Morgan knows 
the name of the sender of the letter; and if it is your request, I think 
if there are no objections 

Mr. Moraan. I didn’t say it was a letter. 

Mr. Rospack. A communication. 

Mr. Ho.irretp. I believe the orderly process will be to let the chair- 
man at least have a chance to look at this. 

Mr. Mrnsuatu. And the other members of the committee. 

Mr. Houirietp. And any member of the committee has the same 
right that the chairman has. Then we will decide if it is pertinent. 

Mr. Kireore. I regret my absence from the room causes me not to 
know what this is all about. 

Mr. Houtrterp. I think we can proceed. Go ahead. We will take 
care of this matter later. 

Mr. Ropack. On page 4 of your statement, General Thurman, the 
first full paragraph, you state: 

Under this contract the Air Force also acquired drawings and data which 
could be used as the basis for future competitive procurement. 

Is that a legal statement or an engineering statement ? 

General THurMAN. It is both. 

Mr. Rosackx. Do you know whether it is a fact? Could they be 
used ? 

General Tuurman. I have been advised by legal counsel that there 
was no legal objection to the use of them. I have been advised by 
our engineering personnel that they were adequate for competitive 
procurement. 

Do I answer your question ? 

Mr. Rosack. You have made a statement. Now, to follow it up, 
you say later in your prepared statement that you had been advised 
by legal counsel that you should not terminate the contract with the 
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company because of default, because you thought they might prevail 
with respect to the inadequacy of the drawings or specifications. 

General THurMAN. That is correct. 

Mr. Ropack. Does that statement conflict with your statement here 
that they could be used ¢ 

General THurMAN. No, sir. It recognizes that there is a difference 
of opinion among lawyers and engineers. 

Mr. Ropack. So that the statement should read, “which could or 
could not be used’’? 

General THuRMAN. No, sir. We were advised, and it was our posi- 
tion and is our position, I might say, that they were susceptible for 
use for that purpose. 

It must be recognized, however, that other people may have other 
opinions. That is why we have courts. 

Mr. Ropack. Will you explain to the committee what is the status 
of the production contract when an assertion is made by the con- 
tractor that he has a proprietary right in the item? 

General THurMAN. You are referring to a contract which has been 
consummated, which has been executed ? 

Mr. Rosack. I am asking for a general statement of policy, pro- 
cedure. 

General THurman. There are so many possible ramifications that I 
find it difficult to give you an unequivocal answer. I don’t want to 
equivocate. 

Mr. Rosack. Here is the situation. You contract with a producer 
for an item. Before consummating the contract, you are put on no- 
tice that that is a proprietary item. 

General THuRMAN. I see. 

Mr. Ropnack. Now what does the Air Force do to protect the inter- 
ests of the Government ? 

Mr. Kricorr. Let me inject a further question there to counsel. You 
are presuming that the contractor is not the possessor of proprietary 
interest, that somebody else is ? 

Mr. Ropack. The contractor is the possessor; the one with whom 
the Air Force contracts asserts, before the consummation of the con- 
tract, a proprietary interest in the item. 

Mr. Kircorr. This is the initial contract. I misunderstood the ques- 
tion. I thought you meant a subsequent contract with another con- 
tractor. Go ahead. 

General THurRMAN. We usually in such cases refer the matter to our 
staff judge advocate, who is our legal counsel on such matters. If we 
are advised by the staff judge advocate that a proprietary right does 
exist, then we have the policy question of whether or not we are going 
to buy that proprietary right, and also the related policy question of 
whether we will buy from that contractor, since it is a proprietary 
right. 

If we are advised by our legal counsel that the claims of the con- 
tractor are groundless, then we proceed on that assumption. 

We may work out a contract with the contractor, or we may not, 
depending on whether he is willing to give or we are willing to give. 
It isa matter of negotiation at that point. 

Mr. Rorack. In this contract, did you leave up in the air the ques- 
tion as to whether there was a proprietary right or the Government 
was purchasing the right ? 
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General THurMAN. I am advised by the staff judge advocate, as an 
after-the-fact proposition—because I had no personal knowledge of it 
at the time—that there is no legal question involved of our using it 
atall. 

Further than that, I frankly can’t go because it is purely a legal 
question and I don’t know to what extent from my own knowledge 
the matter was explored before the contract was let. 

I might say that to my personal knowledge the inclusion of the 
statement in the statement read by counsel is the first. time I have 
heard of it. But it could very well have occurred. 

Mr. Rosack. What statement are you referring to? 

General THurmMan. That a proprietary right was asserted prior to 
the time the contract was made with Century Industries. 

Mr. Roracx. Would you ask any other Air Force witnesses here 
whether they knew of a proprietary assertion before this contract was 
consummated ? 

General THurman. Is there any Air Force personnel here who has 
knowledge to that effect ? 

It could have happened, Mr. Counsel. 

Mr. Ropack. I am trying to find out the situation. 

General THurman. Mr. Balch, do you know? 

Mr. Batcu. I recall in discussions with Mr. Babbitt on his early 
visits to AMC his assertion that he claimed proprietary rights to this 
thing. Having developed it himself and since he had intended to 
provide it to the Government free of cost, he would assume any pro- 
prietary rights would be recognized. 

I don’t know that we had any documents in our possession prior to 
the contract to this effect. I am speaking now from personal dis- 
cussions with Mr. Babbitt and verbal statements only. 

Mr. Rosacx. Does that imply a construction on your part as to 
what the terms of the contract were, whether, for example, there was 
a bar against your producing these drawings for production purposes / 

Mr. Batcu. Let me state, please, that I have nothing to do with the 
procurement. I was on the technical side of the thing from engineer- 
ing aspects only. I was involved in it only to the extent that AMC 
requires engineering support in these matters. 

| felt this was a matter for those people to take care of. 

Mr. Rosackx. What I am trying to find out, Mr. Balch, and perhaps 
you should not have to answer, 1s what steps the Air Force took to 
protect the Government’s interests in entering into a contract when 
they had advance knowledge by the contractor that this was a pro- 
prietary item. 

Mr. Baucu. I am afraid I can’t answer that question. 

Mr. Ropack. Can you answer that? 

General THurmMan. We made a contract, Mr. Counsel, with the 
contractor as a result of which we acquired the rights to reproduce. 
Just exactly how this was done and what the rationale was behind it 
in the light of the information you state, I frankly don’t know; but 
we can pursue that and try to get it for you. 

Mr. ly In one of the contract files I saw in the last day or two, 





I believe there is a statement, or it is the proposal of Century Indus- 
tries stating in their proposal this proprietary question. I believe it 
will be found when you review the files. 
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Mr. Rorsack. Prior to the consummation of the contract? 
Mr. Por. I believe that to be true. 


FURTHER TESTIMONY OF GERRITT W. WESSELINK, ASSOCIATE 
GENERAL COUNSEL, HEADQUARTERS, UNITED STATES AIR 
FORCE 


Mr. WesseE.ink. I think it was stated in item 2 in the bid proposal. 
I have this as secondhand information to me also, because I didn’t get 
into it. 

Mr. Rosack. Is it a fair construction from what has been testified 
here that this issue, as far as the Air Force was concerned at the time 
of entering into the contract, was suspended in midair, so to speak ? 
There was no resolution of that question ? 

General THurMAN. With the permission of the committee, I would 
like to go back and see if it was submitted to our judge advocate, 
what he said about it, and so forth. As of this time I just frankly 
don’t know. I am quite sure it was not left suspended in midair. 

The reason I make that statement is that I have since been advised 
by legal counsel that these is no question about it. 

Mr. Rosack. That is after the contract has been in process? 

General THurman. Yes, sir. That is why I am inclined to think 
it was not left up in the air, but I am guessing, frankly. I have 
to get out the records and discuss it with the judge advocate and 
see. 

Mr. Houtrrecp. You can review that. 

Mr. Rosack. Now, Mr. Chairman, the question is, as a matter of 
policy, what does the Air Force do in such cases ¢ 

General THurmMaAn. It depends on how much we want the item. 
It depends on how strong the contractor’s claim is. It depends on 
whether we agree with the contractor’s claim. 

You can’t Tay down a policy that will be applicable in all cases 
because we do different things in different circumstances. 

Mr. Rosack. Does not the Navy lay down a policy that if some- 
one asserts a proprietary claim, they will reject any consideration of 
the item ? 

General THurmMAN. I don’t know, sir. We don’t have any such 
policy. Sometimes we can’t afford to do that. We may need the 
article so badly that we will buy it, notwithstanding that. Some- 
times we can negotiate the matter out. 

Mr. Ho ttrrevp. I want it clearly understood that the committee is 
taking no position of judgment on this matter. What we are act- 
ually trying to find out is, in our study of procurement—and this is 
just part of the whole procurement field—is the policies that are used 
and if the policies of the different departments are the same or if 
they are inconsistent with each other; because if the policies are in- 
consistent, it does seem that business people in dealing with the 
different departments must know of those inconsistencies or they are 
liable to walk into a very bad situation. 

General THurman. I think I can state a general overall policy. 
Our general overall policy is that we will not buy a proprietary item 
if we can get our purposes served by doing otherwise. 
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If it is necessary to accomplish Air Force purposes to buy an item 
which is proprietary, we have no hesitation in doing so; and the law 
specifically recognizes the necessity for doing that and makes that a 
subject for negotiation under the Armed Services Procurement Act. 

But it hampers our competitive activities to have a proprietary 
item. As a matter of general policy, we would prefer not to buy a 
proprietary item ; but we do it all the time. 

Mr. Rosack. Do the regulations prescribe that you can negotiate 
after you enter into a contract ! 

General Tuurman. After the contract is executed ? 

Mr. Ropack. Yes. 

General TuHurman. I don’t think so. It would not be a very good 
regulation, I would think. 

Mr. Rozack. But this is what the Air Force did in this case, pre- 
sumably. 

General THurman. Not to my knowledge. 

Mr. Rosack. With regard to policy of the Air Force to have a 
sole source basis for the development and first production, do you 
have a written policy on that ? 

General THurmMan. There is a written document of the Depart- 
ment of Defense that relates to highly complex items. The Air 
Force has an implementation of that policy in our Air Force pro- 
curement instructions; yes. 

Mr. Ropack. Can you then supply a copy of that for the record? 

General THurMAN. We will do so. I am quite sure Mr. Poe can 
give us the exact nomenclature. Can you, Mr. Poe? 

Mr. Por. It is 3-108; an implementation of that under the Pro- 
curement Act is 3-214. (See p. 106.) 

Mr. Rosacx. That is what you refer to in the statement? I am 
asking about this policy of utilizing a sole source for development 
and first production. 

General THurman. That is consistent with this statement; yes, sir. 

Mr. Por. At this time it would be, sir. However, when this pro- 
curement was placed, we were not applying the 17 exceptions. We 
were operating under one exception— 2 (c) (1). But the answer to 
your question today is “Yes,” it would be. 

Mr. Rorack. With reference to a joint determination with the 
Small Business Administration, is that a matter of documentary de- 
termination, or is that an informal agreement? 

General THurman. It is a matter of documentary determination. 

Mr. Ropsack. Will you supply the documentary information on 
that joint determination ? 

General THurman. We will do so. 

(See pp. 389, 395-398.) 

Mr. Rogzackx. Do you know with respect to that determination 
whether any consideration was given to whether the small business set- 
aside was to be in a labor distress area ? 

General Tuurman. It was not as such, because the procedures that 
we have with respect to small business set-asides are separate and 
distinct from the procedures which we have with respect to dis- 
tressed labor areas. 

So that joint determination gave no consideration whatsoever to 
distressed labor areas. 


' 
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Mr. Morcan. Was part of the consideration to create a second 
source of supply ? : 

General THurman. I think I would have to answer that in the 
negative. ae . 

Mr. Ronack. You have a Department of Defense directive which 
you purported to follow on that, did you not ? 
~ General TrurMAn. With respect to the establishment of a second 
source by a joint determination ? i 

Mr. Rosack. With respect to participating with the Small Busi- 
ness Administration and the ground upon which those set-asides 
would be made. 

General TuHurman. Yes; there is. But I do not understand such 
departmental regulations to depend or to give consideration to second 
sources as a mobilization consideration, it is for the purpose of help- 
ing small business. 

It is true that it incidentally sets up a second source, but it is not 
for the purpose of setting up a second source that it is done; it is 
for the purpose of helping small business. 

I might say that some of our joint determinations are 100 percent, 
in which ease there is only 1 source involved. 

Mr. Ropack. We come to the paragraph at the bottom of page 
4 which refers to the engineering talent, past production record, and 
the financial resources. 

On what do you predicate the statement that the engineering talent 
was sufficient for these contracts? I refer particularly to this con- 
tract with Polan for the set-aside. 

General THurman. Well, as the members of the committee will 
recall, when the Weatherhead award was up for consideration the 
procurement district involved had submitted a negative facility 
capability report. 

That was reviewed at headquarters, Air Materiel Command, and 
for reasons that were considered to be adequate by the policy 
people—— 

Mr. Ronack. I am addressing the question to the Polan side of the 
contract, General Thurman. 

(reneral THurMAN. The facility capability report of the district in 
the Polan case was affirmative. No question was ever raised about it. 

Mr. Ropack. So then your statement is predicated upon that ? 

(seneral THURMAN. Yes, sir. 

Mr. Rosack. With regard to past production records, since we both 
know that no production of this type had ever been done, that is not 
with respect to the general production standing of the companies 

General THurMAN. Where the company involved has never manu- 
er the exact item, we must depend on their general production 
recora.,. 





Mr. Rosack. With regard to the financial resources, are you predi- 
cating the Polan side of this statement on the facilities report also ¢ 

(seneral THuRMAN. Yes, sir. 

Mr. Rornack. Were you aware, or did the report show at the time 
that Polan had made a request to the Small Business Administration 
for a loan to finance this? 

General THurmMan. I don’t recall. Captain Thurman, do you recall 
that ¢ 
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TESTIMONY OF CAPT. C. E. THURMAN, HEADQUARTERS, AIR 
MATERIEL COMMAND 


Captain Txurman. Woud you restate the question, sir ? 

Mr. Rozack. Will the reporter read the question ¢ 

(Question read.), 

Captain Tuurman. I will have to answer that this way. This of 
course was before my direct personal relation with this. I think the 
file would reveal this. To my personal knowledge, I cannot answer 
that. 

Mr. Ropack. But you do not know 

Captain TourmMan. The files should reflect it. 

Mr. Rorack. But the question I have asked is whether the facility 
report reflects it. Or are you predicating your acceptance of the 
financial acceptability of Polan on the basis of the facilities capability 
report ! 

Captain THurmAn. I am sure, sir, that would be true. 

Mr. Morean. In other words, that is one of the items checked in a 
facility capability report ? 

General THurMAN. Yes. 

Captain THurman. Absolutely; right, sir. 

Mr. Rogack. Does the report show that this production would be 
financed on a basis of a subsequent loan by the Small Business Ad- 
ministration ¢ 

General THurMAN. Mr. Counsel, I don’t know, but we will check 
it and advise the commitee. 

Captain THurmaNn. I will check it. 

(See p. 212.) 

Mr. Ropack. You refer in the same paragraph to being forced 
to terminate the contracts. Who forced you to terminate the con- 
tracts ¢ 

General THurMAN. Perhaps that isn’t a good choice of words. The 
idea intended to be conveyed was that we came to the conclusion we 
could not reasonably expect to get production out of those items, and 
as a result determined that the contracts would be terminated. 

Mr. Ropack. In other words, it was passing time, so to speak, that 
compelled you to make that decision. 

General THurMAN. Passing time, plus the engineering and pro- 
duction forecast which was affected by passing time. 

Mr. Rosack. Will you enlighten us somewhat, General Thurman, 
on the reason why you have not made any decision to default this 
contract? You conveyed to the committee, as Mr. Morgan stated, that 
you were concerned somewhat about the financial resources of the 
company—at least in the case of Polan. You indicated that was one 
of the decisions that would enter into it. 

Here you refer to the question of contract specifications. 

General THurman. The Armed Services Procurement Regulations 
and the Air Force Procurement Instruction on which they are based 
provide that in the event there is a failure to produce—this is in 








general terms—the contract will be defaulted unless it is determined 
to be in the best interests of the Government to terminate for 
convenience. 

So the decision as to how to terminate these contracts was made 
within the framework of that overall general policy. 
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There were several reasons that led us to conclude that a termina- 
tion whereby it cost the Government no money was the better part or 
the better decision to make in that case. There were several reasons. 

The first one is the one mentioned in the statement that, although 
our attorneys were of the opinion that the Board of Contract Appeals 
would sustain the position of the Air Force, they nevertheless recog- 
nized that there was a distinct possibility that the Board of Contract 
Appeals would not agree with the Judge Advocate General of Head- 
quarters, AMC. 

In such a case, if that should happen, the Air Force would be called 
upon to pay not only the costs that had been incurred by the two con- 
tractors, which was substantial, but additional costs and other things 
I am not prepared to enumerate specifically. But a substantial amount 
of money would have accrued as a liability against the Government in 
the event the Board of Contract Appeals had reversed our default 
decision. 

Mr. Ho.itrtetp. On what grounds do you think that they could 
possibly reverse you? You had entered into a contract with this 
company and you had furnished them the drawings and specifications 
which purported to be the technical aid that they would need, and 
they accepted those as being the technical need that they would have 
to have; and on the basis of that, submitted to you estimates as to the 
cost to the Air Force of this product. 

They were responsible companies apparently financially. Weather- 
head particularly being a large company with great resources, and 
I am not aware of what Polan’s resources were. 

But here were two companies that had secured on a competitive bid, 
both with engineering talent and which had produced a great deal of 
defense material, and on their own judgment they accepted those speci- 
fications and entered a bid and were responsible for performance. 

The point, as I look at it, is this. You had an obligation to pay 
them if they produced. They also had an obligation to produce. We 
are anxious to know the thinking of the Air Force in a case like that. 

It seems to me the Air Force did a great deal to help them. You 
went in and actually spent money in what you might call research 
and development on their behalf. This was a production contract, a 
contract which was granted on the basis of an item which had been 
produced and which could be produced, and upon which the research 
and development had already Vee done. 

Yet you apparently felt that it was wise in this instance to spend 
funds to assist them in their research and development—not their 
funds, not a charge against their contract, but the funds of the Air 
Force. 

Then you allowed this contract to be in existence some 8 months after 
the time of initial delivery. Yet when it came to settling this con- 
tract, these people who had promised to perform did not perform; yet 
at this time there were companies that could have beldesial: 

Has the Air Force ever asked a company to then utilize the sources 
of another company to perform where they cannot perform on a 
contract ? 

General THurMAN. I don’t recall any such instance directly offhand, 
Mr. Chairman. I would like to answer your initial question. 

Mr. Hoxirretp. Yes, I would like for you to. I should not have 
added that last one because that is another field. 
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General THuRMAN. This is a matter that is a legalistic one. I really 
am not qualified to go into detail on it. But basically I am advised 
that the position taken by the contractors was that we had a specifica- 
tion which was a performance specification, and then a set of drawings. 

Substantially their position was that there was a fatal variance 
between the specifications and the drawings; in other words, that it 
was not possible to achieve the performance laid out in the specifica- 
tions by the use of the drawings submitted by the Air Force to the 
contractor to do it. 

It, was the opinion of our legal people that they were not on legally 
sound ground, but it was also their opinion that it might be better to 
settle this question than to have it go to the Board of Contract 
Appeals. 

I am sorry, but I can’t give you any more detail. But there are 
a couple of other considerations that I also would like to mention in 
addition to the purely legal ones. 

One of them was that these people had worked awfully hard. 

Mr. Ho.irretp. Now you are speaking of W eatherhead ? 

General Tuurman. Yes, sir. They had worked awfully hard. 
They had spent substantial sums of money. 

Mr. Houirtetp. Had Polan worked awfully hard and spent sub- 
stantial sums of money ? 

General THurMAn. I thought they had, but I take it from the state- 
ment that was made by counsel at the beginning that I am in error. 
It was always represented to me that it was a joint enterprise. To 
what extent it was contributed to by Weatherhead and Polan, I 
frankly don’t know the exact: proportions. 

But certainly if Polan didn’t do anything, somebody had done 
something. Weatherhead had worked an awful lot on that contract. 
They had incurred substantial losses. I was informed by the Weather- 
head people that regardless of the participation of Polan, those losses 
were going to be shared, so that the two companies together had in- 
curred substantial losses, which they had to take under a no-cost 
settlement. 

The other factor is that I asked our financial people to look into the 
effect that a default termination and a reprocurement against pnp 
Industries would have. Polan Industries is small business. I w 
advised it would probably bankrupt them as a supplier to the yen 
Force. 

Another factor was the fact that they agreed to a no-cost settlement, 
which eliminated all of these legal problems. 

As a result of all of those considerations, it was our mature judg- 
ment that we should terminate for convenience on a no-cost basis 
rather than default. The way things have turned out, the difference is 
an academic one because we do not propose to reprocure that parti- 
cular item; therefore could not have excess costs. 

We felt at that time that judgment was sound. We think so now. 

Mr. Rosack. Will you enlighten us somewhat on the question of 
the adequacy of the contract specifications?) Where the drawings and 
the specifications vary, which governs? 

General TuurmMan. May I defer to General Mechling on that one? 

Mr. Ronack. That is a legal question. 

General THURMAN. Perhaps I ought to ask Mr. Wesselink, then. 


eee 








AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 215 


Mr. Rornack. Certainly it is a contract question and not an engineer- 
ing question. 

General THurman. Mr. Wesselink, would you care to answer that? 

Mr. Wesseink. As a general rule, or as the way the Board of Con- 
tract Appeals sometimes interprets it ? 

Mr. Ropack. Doesn’t the contract specify whether the drawings or 
the specifications shall govern ? 

Mr. Wessevink. Most contracts do, and I think most of them say 
that the specifications shall govern. 

Mr. Ropack. Exactly. Does this contract so state? 

Mr. Wesseuink. | haven’t looked at it. 

General THurman. I think it does, Mr. Counsel. I think I have 
read that. 

Mr. Wessetink. As I say, most contracts say so. 

Mr. Ropack. If there is a variance- 

Mr. Wessetink. The contract has been shown to me, and the specifi- 
cation does state: 





This specification shall govern in any conflict with non-governmental drawings 
herein. 

Mr. Rorack. This thing is written in for a reason, and the reason is 
that it contemplates at least there will be variations on occasion. 

General THurMAn. Possibly. 

Mr. Ropacx. When the bidder bids on a thing like this, does not the 
Air Force regard that when they give him these specifications which 
are pointed toward performance, the contractor in a sense takes the 
contract at that risk? That is, if he couldn’t figure out what he was 
supposed to do, how could he bid ? 

General THurmMaAn. Asa general principle, yes, sir. 

Mr. Rozack. What is the exception in this case ? 

General THurman. I think perhaps the same one that all lawyers 
and insurance companies and other people use—that sometimes they 
decide it is cheaper to settle than to litigate. 

Mr. Ropack. I am referring to a man who comes in and puts down 
abid. He has got his costsshaved down tothe penny. He hasstudied 
the drawings. He knows what he is supposed to produce. 

Now you have decided that you will not assert certain penalties 
against the man because you feel he has got a good claim; that he 
didn’t know what he was bidding on. 

General Tuurman. No, sir; I didn’t say that. I didn’t mean to 
say that. 

Mr. Rorack. If there isa difference, specify it. 

General THurman. What I did mean to say was that while our 
lawyers were of the opinion we were on sound legal ground, they 
recognized there was a possibility the Board of Contract Appeals 
would not agree. 

In other words, the Air Force position is and has been that the 
specifications were adequate and that there was enough information 
available to manufacture the launcher. 

Mr. Houirrevp. Of course isn’t it always possible that the Board of 
Contract Appeals will disagree ? 

General THurMAN. Yes, sir; and then it becomes a question of the 
judgment on the part of your lawyers as to how much degree there is 
involved. 
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Mr. Hotirrexp. Isn't it true that the Board of Contract Appeals 
usually sustains the legal position of your contract rather than dis- 
agrees ? 

General THurMAN. Sir, our contracting people think exactly the 
opposite. I frankly have never checked to see. 

Mr. Wessetink. I may say very frankly that that was mentioned 
to me just the other day. Why is it that the Board of Contract Ap- 
peals in so many cases of def: ault terminations has held them to be 
terminations for convenience ? 

That was our people talking to me about the Board. Actually the 
Board of Contract Appeals in quite a number of cases recently has 
taken default terminations which we felt were proper default termina- 
tions and held them to be terminations for convenience. 

Mr. Houirtevp. It looks like you need a new Board of Contract 
Appeals or you need somebody new to write these specifications in 
contracts. This commitfee has had many different experiences along 
this line. 

We have sometimes wondered why these contractors come in and 
take millions of dollars worth of the taxpayers’ money and then come 
up with no products. Yet it is always at the convenience of the Gov- 
ernment that their contracts are terminated and very seldom, in our 
experience, has there been a case of default against the contractor. 

We are not saying that this is necessarily your fault as individuals. 
What we are looking at is the system and the results we are getting 
in the system. 

Mr. Ropack. Mr. Chairman, General Thurman and Mr. Wesselink 
have testified, in fact, that the decision not to default was based in 
substantial part on what they anticipated the Board of Contract Ap- 
peals would do, and not on what the performance of the contractor was. 

General THurMan. Sir, I have testified that the decision was based 
on several things, that being one of them. 

Mr. Rosacx. In respect to the contract specifications, as far as Polan 
was concerned, was it not the case that your ability to default Polan 
was preempted by your allowance of the subcontract ? 

General THurmaAn. No, sir; I don’t think that had any effect on it. 

Mr. Ropacxk. What did Polan have to do with the contract specifica- 
tions ? 

General THurmMan. As I understand the situation legally—and if 
I am incorrect I would like for Mr. Wesselink to correct me—Polan 
agreed to deliver X number of articles. Upon their failure to do so, 
in accordance with the terms of the contract they were subject to 
termination. 

Any subcontract arrangement that they had or didn’t have I think 
wouldn’t have any effect on them. 

Mr. Rosack. But you are testifying before this committee that the 
contract specifications were challenged by the contractor. Did Polan 
challenge the contract specifications ? 

General THuRMAN. Yes, sir. 

Mr. Ropack. Even though Polan had never had any facilities to 
produce? 

General THurmMAN. That is the counsel’s statement. It is not my 
statement. 

Mr. Rorack. Is there any evidence that Polan ever had the capacity 
built up to produce ? 
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General THurMan. To produce to some degree ; yes, sir. 

Mr. Rosacx. To what degree? 

General THurMAN. I have been advised, and I would like for Cap- 
tain Thurman to check me on this, that they actually have an inven- 
tory, a large value of materials; and they have actually fabricated 
some of the nose fairings; am I correct on that, Captain Thurman ? 

Captain THurMAN. Sir, to answer it more specifically, perhaps I 
should go back. I visited Mr. Polan’s plant. Of course I am not an 
FCR expert or facility capability team expert. 

Mr. Rosack. Neither was the one who visited the plant before, I 
oe add. 

Captain THurMAN. However, the FCR team—we will go to that 
again-—stated they were capable of producing. I do know “they pro- 
cured tooling from the Radiant Corporation of Chicago. 

Mr. Rosack. Just on that point: Are you testifying that that was 
in anticipation of producing the MA-3? 

Captain THurMan. Apparently so, by the FCR team. I might add 
I saw this equipment. It was not set up into a production line. 

To by knowledge it never was. His relationship with the fairings, 
it was my understanding—and this is not official: it is by word of' 
mouth from people in the district and from some conversations with 
him—that he intended after the samples had been qualified at Eglin, 
that his arrangement—lI have nothing in writing which is affirmative 
relative to this arrangement—was to fabricate, and provide fairings 
for the center sections being built by Weatherhead. 

Mr. Rosack. Does it follow from your testimony that Polan was 
not in a position to know whether the contract specifications were 
defective or not ? 

Captain THurman. I am not an engineer, sir, and I don’t think I 
am qualified to answer that. 

General THurMAN. May I interpolate at this point. I don’t know 
whether they were capable of doing it or not. I know as a fact that 
they did do it. 

Mr. Rosack. Did do what ? 

General Tuurman. They asserted the inadequacy of the specifica- 
tions because they asserted it to me. 

Mr. Rovack. By virture of a contract relationship with Weather- 
head. Therefore my original question was: Isn’t it a fact that they 
have to assert what Weatherhead does by virtue of a subcontract re- 
lationship, and therefore as far as the Air Force is concerned, you 
have preempted any decision as to whether they were in default or 
not 4 

General THurmAn. Perhaps there are legal implications to what 
you say. As an ope ‘ator, I don’t see it that way. It is possible. 

Mr. Rosack. You are a lawyer and I am not, General Thurman. 

General THuRMAN. I used to be. 

Mr. Rosack. At least you had your share of legal training. You 
understand the point of my question, I am sure. 

General THurman. No, sir; I don’t see that it makes any difference 
whatsoever. 

Mr. Ropsack. Let’s put it in commonsense terms. Is it an indiffer- 
ence to the Air Force whether a man asserts that the contract specifi- 
‘ations are defective when he was not even going to produce the 
thing’ Isn't that a matter of concern to the Air Force ¢ 
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General THurmaN. I think the really important thing, Mr. Roback, 
is whether or not there is any validity or any possible validity to the 
position he takes as distinguished from whether he is qualified to take 
that position. 

Mr. Ropack. You are assuming there is a great deal of validity to 
the position by virtue of your decision not to default. 

General THurMAN. I am following the advice of counsel that there 
was some chance that the Board of Contract Appeals would agree 
with them. 

Mr. Hotirevp. Here was a company, General Thurman, which 
achieved a set-aside of 150,000 units. This would be roughly, at $20 
apiece, a $3 million contract. They achieved this through asserting 
their small-business position, which was a provision by Congress to 
provide that small business actually got some part of the defense 
business. 

Now, after having achieved that and by virture of asserting their 
position as a small business, they in turn ‘hypothecated that contract 

and became a broker in effect, because they went far beyond the usual 
allowable as a subcontractor and practically subcontracted 80 or 90 
percent of the contract to the big business receiver of the contract. 

The fairings are a very small and insignificant part, both engineer- 
ingwise and pricewise, of the total contract. If they were only going 
to manufacture the fairings, which is the paper cap to go on each end 
of the item, it is obvious that they were acting more in the capacity of 
a broker than they were as a small-business producer. 

Mr. Rornacx. Mr. Chairman, General Rawlings has submitted in a 
communication to you that the Air Force has no legal protection. In 
other words, they can’t control the amount of the subcontract. 

Mr. Hourrievp. I think that is true. This may have something to 
do with either setting up the regulations to see that those who get 
these small business set-asides actually become producers, setting up 
the regulations on the part of the Defense Department, or maybe it 

calls for st atutory effort on the part of the Congress. 

But having supported the Small Business Set-Aside Act, I know 
what the purpose of Congress was. It was to allow small-business 
people to enter into relations of producers in these defense contracts. 

Mr. Ropack. At this point, Mr. Chairman, may we inquire what 
was done subsequent to the communication from the Small Business 
Administrator, Mr. Wendell Barnes, to the Secretary of the Air Force, 
Mr. Quarles, asking for a meeting on this matter ? 

General THurmMan. Since Mr. Wesselink was appointed by the 
Secretary as his representative for that purpose, may I ask him to 
answer that question. 

Mr. Houtrtecp. Mr. Wesselink. 

Mr. Wessetink. Yes. We have been ready—Mr. Weddell and 
myself, who were appointed to talk about this matter of apparent 
contradiction between the small-business position at the time of the 
contract when we asked them for advice and their subsequent position 
in this matter, and we have said we would be very happy to discuss 
that at any time. 

We have called up—I have not—Mr. Weddell, who was the spokes- 

man for the Air Force several times, and apparently there is no dis- 
position to discuss those matters with them. 
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Mr. Hotrrtevp. I want to compliment you on following through on 
this because we had the understanding with Mr. Barnes that he would 
follow through on his side. Of course we have a letter from him in 
which he enclosed a copy of the letter to Secretary Quarles, and also 
notifies us of stopping the allotment of funds to the Polan people on 
the basis of our intercession. 

Mr. Wesse.tnk. I have called up at least half a dozen times to Mr. 
Weddell and said, “Now, you and I were told that we were enjoined 
to see the people in Small Business about this matter. When are 
we going to meet ?” 

Mr. Weddell has uniformly told me that the Small Business Ad- 
ministration was not in the position at this point to meet with us. 
How often Mr. Weddell has talked to the Small Business Administra- 
tion or to whom he has talked, I don’t know; but I have made it a 
point to do so because the Secretary’s office appointed me as 1 of 2 
people in the Air Force to see to it that we talk about this matter. 

Mr. Houtrrevp. I want to compliment you, sir, on following through 
on this matter. The committee will also follow through with the 
Small Business Administration on this matter because it is evident 
to most of us that this is a complete violation of the spirit of the Small 
Business set-aside act. 

In our conferences with the Small Business Administration, they 
have already agreed on that statement and have expressed a willingness 
to go ahead. I think it may be wise to ask them why they have not 
shown as much interest in it as you folks have shown. 

Mr. Wessetink. As I say, I haven’t talked personally to anybody. 
I have left that to Mr. Weddell. But I have personally called Mr. 
Weddell at least six times to inquire as to when we were going to 
have this meeting with them. 

Of course the committee, I think, is aware of the communication 
which we received from the Small Business Administration at the 
time the performance of this contract—it was even before or during 
the time of the performance of this contract—in which they appar- 
ently took the contradictory position to the position they subsequently 
took in a letter to your committee. 

Mr. Morean. Mr. Chairman, we anticipated discussing this prob- 
lem today so we notified the Small Business Administration of this 
and suggested that they have a representative here at the hearing. 

We might ask now if there is such a person in the room, for the 
record. 

Mr. Anperson. Yes, sir. My name is Curtis E. Anderson. I am 
Chief of the Procurement Assistance Division of the Small Business 
Administration. 

Mr. Hourrreirp. Thank you, Mr. Anderson. We are glad to have you 
here. We won’t go into this matter any further at this time, but at a 
future time we will probably want to have some testimony from you 
on it. 

Mr. Rornack. Can you enlighten us as to what the cost would be for 
reprocessing this termination if you had an adverse decision? You 
referred to a considerable cost to the Government. 

General THurMAN. You mean if we entered a default and it were 
thereafter reversed? It was estimated to run for the two contracts 
somewhere between $500,000 and $1 million. 








292() AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 


Mr. Rozacx. Where does the cost lie—in manpower, in contract per- 
sonnel, processing ? 

General Tuurman. I can’t answer that exactly, because the esti- 
mate was given to me. I think it probably would be to a large extent 
in engineering effort. 

Mr. Rosack. Would you supply for the record a procedural anal- 
ysis of such a reprocessing and the cost breakdown on it? 

General THurman. You are referring to the estimate of what it 
would cost if we were reversed ? 

Mr. Rosack. Yes. This is not a trivial request, General Thurman, 
because it goes to the question of whether your very considerable de- 
fault procedures in the armed services procurement regulations are 
in there for any reason or for no reason. We want to know if they 
are in there for no valid reason or what the reasons are. 

General THurMAN. I will attempt to get that for you. 

Counsel for the committee has requested that we submit the Air Force esti- 
mates of the costs that would be incurred by the Air Force in the event that the 
Air Force had defaulted the Weatherhead and Polan contracts and subsequently 
the default had been reversed and deemed a termination for convenience. 

The following are the Air Force estimates. It should be noted that these are 
not exact costs and represent only the estimates of the Air Force air procure- 
ment district personnel. 

Weatherhead 


Tooling______ Lie Se Bh ee eG RR ees es $153, 647 


rete end inetetietion wie ss ei Se teed le ee 3, 034 
PIRDL PORI EARRING ois cams <5 cal leg babeeninces hen oti aatan Ceeees 15, 715 

Sample expense (expenses for rocket launcher that was sent to Eglin 
Sg RO. ltt ts, “doctaergsenc ae Tiling hee ky ta Dect AAD as alg 0 Sk oy a 65, 712 
Professional outside engineering services______________ jee ee Ee ¥ 15, 1438 
intermaierneinetrineg  nervicess.. auc tii ce ee ee ee 81, 028 
I RANI NN a cits Lencensdaci tps clad tance onlin tna daa ec 154, 054 
I ar an ta eta 30, 000 
Settlement expense to be paid to Polan by Weatherhead_______-____-~- 155, 000 
ORO Sis Fs ies ees et 8 Bi ee ee Be 673, 333 

Polan 

yi yg yb * gt a ee at tee i a a E ae _.. $229, 861 
RUEECD MENPERUUREDL TUN TALI ROT eee ee een cmecpeines 243, 861 
Ge i hoe ated eL. Pelee ee eee Went ee ae ee ee 473, 515 
I SO ch cl a dln da aig nina tetredaae amen 189, 406 
IC I rn ens oleate nents foo Stine egies ae 10, 080 


Direct engineering 


FNS sass aas co's tn ais caaieidnnd eeohed denned Dalal tits teiaat hs eta ti 208, 271 


Mr. Polan has indicated in a conversation with Mr. Sol Arnovitz, of the Air 
Materiel Command, on this date that Palan’s outstanding commitments to other 
contractors is $800,000. The Air Force opinion is that this estimate is exceed- 
ingly high. 

Mr. Howtrreip. Our interest in this is further on the facts we have 
found out, the default provisions are very seldom used. They must 
have been put there for a reason. 

General Tuurman. They are used, but to what extent they are used 
I haven’t run any statistical analysis on it, Mr. Chairman. 

Mr. Howirievp. We had some testimony on this about a year ago 
when we investigated the McDonnell-Westinghouse aircraft program, 
which resulted, as you remember, in a termination at the convenience 
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of the Government after the expenditure of $75 million, I believe, 
with Westinghouse, and a great deal more with other contractors. 

We understand that there have been a number of other programs of 
this type where millions are spent, and yet we don’t come up with an 
item that can be used properly by the Defense Department. 

We can see a wide field in research and development where this must 
of necessity occur. But it is hard to see, once you get into the field 
of production, mind you, of an item which is supposed to be proved. 

Mr. Ropack. General Thurman, was this advice given by your 
lawyers, or did you consider in any way that you waiv ed your default, 
not formally, but you disregarded your default chiefly because you 
let the contract run for so long, the delinquency ? 

General THurmMan. We discussed that at length. I was advised 
that, because of actions that we took, the delay in invoking a possible 
default would not have had any effect on the legality of the default. 

Mr. Ropack. Does there come a point where delay is a material 
factor ? 

General THurmMaAN. Yes, sir. As a matter of fact, a number of ours 
have been reversed by the Board of Contract Appeals on that precise 
point by delaying and condoning a delinquency in a contract, we in 
effect establish a reasonable time over and above the contract schedule 
for the contractor to perform, and if we do not give him that reason- 
able time, then the Board of Contract Appeals in some cases has 
reversed us. Our termination people and our judge advocate people 
were aware of that. They were of the opinion that this case was suffi- 
ciently documented so that, from that standpoint, there would have 
been no problem. 

Mr. Rosack. But, insofar as they were trying to anticipate the 
appeal decision, in coming to a decision whether to default or not, 
this was a considerable factor; was it not? After all, the contract was 
delinquent for 814 months, at least. 

General TuurMAN. Sir, the decision to default or not to default 
was an administrative decision. That decision was necessarily, I 
think, based, among other things, on advice of counsel, It was a 
factor: yes. 

Mr. Rozack. Will you eee the counsel in this ie case ? 

General THurmMan. General Tidwell—Gen. Moody Tidwell, who 
is staff judge advocate of the Board of Air Materiel Command. I 
discussed it with him personally. 

Mr. Houirretp. Was the fact that you had furnished an aid in 
development in the form of assistance in testing and which ran into 
several thousands of dollars, was that also a factor that was considered 
in reasons for not terminating it by default ? 

General Tuurman. Mr. Chairman, many of the things that we 
buy are advances, and they don’t always turn out exactly the way we 
would like to have them turn out. As you know from prior conver- 
sations, I personally don’t agree with your statement that we aided 
in the development of this item. But that is a matter, I suppose, on 
which reasonable men can differ. But we did not feel that there was 
anything extraordinary in this case about the testing operations on 
the part of the Government that would militate toward a default 
termination versus a convenience termination. 
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Mr. Houirimrp. Is it customary for the Government to supply the 
costs of testing an item which has been procured on a competitive bid— 
a production item ? 

General THurMaAN. If it is bid on that basis; yes. 

Mr. Houtrieip. This was bid on that basis; was it not? 

General TuHurMaNn. It was bid on the basis of the Government per- 
forming certain tests; yes, sir. 

Mr. Horirietp. Let me understand you, because I don’t wish to 
misunderstand you. There was something in the contract which pro- 
vided that the Government would furnish rockets for testing these 
launchers ? 

General TuHurmMan. I can’t give you the exact language of the con- 
tract, Mr. Chairman, but, in general, the contract provided for two 
things. One of them, that there would be certain testing performed 
by the contractor or by commercial laboratories. And, item 2 

Mr. Houirrerp. Wait just a minute on that. Who should pay the 
expense ¢ 

General TuurmMan. The contractor. And item 2, it was contem- 
plated by the contract that additional tests would be run by the Air 
Force. Since the contract did not provide that the contractor would 
pay for those additional tests, it necessarily followed that the Air 
Force had no basis for reimbursement for it. So it was contemplated 
as a part of the contract that the testing done by the Air Force would 
be at Air Force expense, and that, I might say, is normally the case. 
Am I not correct, General Mechling ? 

General Mecuuinc. We do this. 

Mr. Morgan. General, did this say pre-preproduction samples or 
preproduction samples ? 

General THurMAN. Well, it is a question of what are preproduction 
samples, I suppose. It is by no means abnormal that a guy doesn’t 
completely and perfectly produce the exact item the very first time. 
We wish that that would happen, gentlemen. It would save us an 
awful lot of time. We think we would have a better Air Force, and 
undoubtedly we would operate more economically. But things don't 
work that way. 

Mr. Ropackx. Mr. Chairman, I would like to understand a point 
about the appropriation funds. Did you testify that if you had to 
reimburse the contractor you wouldn't be authorized by law to do 
that? 

General THurMAN. No,sir. 

Mr. Rozackx. What did you base that on ? 

General Trurman. I don’t recall mentioning appropriations. I 
don’t recall anything about reimbursing the contractor. I said there 
was no provision in the contract for the Government to be reimbursed 
by the contractor. I believe that is what I said. 

Mr. Rorsack. Under what appropriation authorization did you 
make available funds to a contractor where, under the contract, you 
were not obligated to do so nor required to do so? 

General THurman. Under what appropriations do we make funds 
available to a contractor when we are not obligated to do so? Is that 
your question ? 

Mr. Ropack. When you enter into a contract which doesn’t call for 
it. ITamnotarguing. Iam just trying to find out. 
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General Tuurman. I don’t know of any appropriation to that effect, 
and I don’t think we have done it. 

Mr. Rosack. Would you know if there is any bar to it one way or 
the other ? 

General Tuurman. I don’t know whether there is or not. We have 
not done it factually in this case. We have not made any money 
available. 

Mr. Rosack. What you have done, instead of making the money 
available, is to spend Air Force funds to do it. 

General THurman. Yes; we have expended Air Force funds for 
Air Force purposes. We think the armament center at Eglin con- 
tributes a great deal to the Air Force. 

Mr. Ropack. But you have expended those Air Force funds for 
purpose which was not required under the contract. 

General Mecuiinc. We were requested to do this testing by AMC, 
and my mission statement for operating the center provides for me 
giving AMC this type of engineering support. 

Mr. Morcan. General Mechling, is the firing range at Eglin oper- 
ated by the Air Force, or is that operated under contract to private 
industry ? 

General Mecuiine. It is operated by the Air Force. We have 
certain people who are under contract to us to help us operate, but it 
isan Air Force establishment. 

Mr. Morgan. Part of it is by contract ? 

General Mrecutinc. No; not specifically. We have in existence 
there a contractor, but the contractor, as such, does not operate the 
establishment. 

Mr. Morcan. Who has the responsibility for the upkeep of the 
range and the safety on the range ? 

General Mecuiine. The Air Force. 

Mr. Rosack. General, I would like to ask now, with respect to page 
5, to the reference to the most logical next step in negotiating the 
launchers with the only contractor who has successfully produced 
the MA—3, what time wasthat?¢ Let’s fix the time on that. 

General TitrmMan. The time of termination as stated. 

Mr. Ronack. This was around the latter part of November; was it 
not ¢ 

General THurMan. I think so; yes, sir; or at least in November. 

Mr. Rosack. At that time, so far as you are operating, you had no 
reason to change the urgency of the requirements ? You say it was 
most logical. Why was it logical? Was it logical because you wanted 
these rockets ? 

General THurmMan. Let me amplify that a little bit, perhaps. At 
the time of the termination, and at the time that I informed the com- 
mittee staff of what our plans were, we felt that we should do two 
things, and do them simultaneously, as I advised the staff. 

One of them was to begin negotiations with the only producer who 
had successfully produce ed rocket launchers. We felt that was logical, 
in view of experience that we had had immediately before on a ‘good 
engineering company—at least one of them—who hadn't been able to 
produce. 

The second course of action that we felt we should take was to go 
back and validate our requirements—both quantitywise and quality- 








994 AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 


wise. We determined—and I so advised the committee—that we were 
going to do them simultaneously. 

Wedidso. We initiated negotiations with Century Industries, and 
at the same time went to our supply people and to the engineering 
people as to what our full requirements were quantitatively and quali- 
tatively. Asa result of that inquiry, we were very happy to find that 
the progress made on the Navy development over the year during 
which these contracts had run were beyond what we had thought. 

We examined the situation in the Air Force, using the appropriate 
agencies of the Air F orce, and came to the conc lusion that we should 
buy the Air Force version of the Navy Aero 7-D 

Does that answer answer your question ? 

Mr. Ropacx. General Thurman, you terminated that contract in 
early November with Weatherhead. On November 6, it was testified, 
you went to this company and you entered into discussions with them. 
Obviously it couldn’t have taken you very many days to come up with 
that decision when you started simultaneously to evaluate your Air 
Force requirements. 

General THurMaN. Come up with what decision ? 

Mr. Rorsackx. That you didn’t need those rocket launchers any more. 

General TuourMan. This isn’t a question of needing rocket launchers 
versus not needing rocket launchers. 

Mr. Ropack. I am addressing myself to the MA-3 rocket launcher. 
You testify here in your statement that it was most logical to negoti- 
ate. The presumption is that the Air Force wanted it and needed 
the launchers. Now you go to this producer, you say, “The former 
producer was then contacted.” 

For what purpose? “For the purpose of determining his interest 
in the new procurement.’ 

Why didn’t you know what the Air Force interest in the new pro- 
curement was. 

General THurMAN. We knew. 

Mr. Ropack. What was it? 

General TuurmMan. We knew we were interested in procuring some 
rocket launchers. I am sorry to be so dense, but I don’t follow your 
question. I don’t know precisely the thing you are asking. 

Mr. Rosnack. You went to the producer to find out whether he was 
interested in producing rocket launchers. 

General THurman. That is right. I don’t know any other way to 
start about getting a contract. 

Mr. Ropack. Was the Air Force also interested in producing them ? 

General THurMAN. Yes, sir. 

Mr. Rosack. For how long? 

General Tourman. Producing them for how long? For a period 
of time necessary to produce them. 

Mr. Rosack. Let me rephrase the question so I can convey the mean- 
ing of it. This contractor has testified that it cost him between $200,000 
ant $300,000 to keep his plant in a status of alert for possible procure- 
ment. That happened within a space of several welts 

Why didn’t you go to find out what your requirements were before 
you go toa producer and ask him what the possibilities are? You 
don’t go to him idly. You go to him on the basis that there is an 
urgent need. 
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General THurman. We think, in looking after the interests of the 
taxpayer, that it frequently is ‘desirable to initiate several possible 
inconsistent avenues of activity, with the intent of exploring all of 
them simultaneously and discovering which is the best avenue in tak- 
ing it. We think that serves the interests of the taxpayer frequently. 

Mr. Ropacx. You did not have a decided intent at that time to do 
that procurement? Is that your testimony? 

General TuurmMan. No, sir. We intended to buy some rocket 
launchers. At the time we initiated the procurement, we thought 
that we would probably buy MA-3’s. 

Mr. Rosack. You changed your mind within a space of days. Why 
didn’t you find out before you went to the producer? Isn’t that the 
sensible thing to do? 

General Tuurman. We changed our mind—if that is a proper thing 
toscall it—sometime in January. After a relatively short time, it 
appeared to us that the Navy had got along a lot faster than we had 
thought they would, but we weren't content with that. We had to 
test it and see how it would work with Air Force aircraft. We had 
to see whether it was what it appeared to be. It took some time to do 
this. 

Mr. Minsnary. Will you yield, please? 

Mr. Ropack. Surely. 

Mr. Mrnsuati. How long has this Navy Aero 7-D rocket been in 
production? The launcher, that is? 

General Tuurman. Can you answer that question, General Mech- 
ling? 

General Mrecuuina, They have been developing it over a period of 
several years. Different versions have been made and tested, but the 
large-scale production is just now coming into being. 

Mr. Mrnsnati. Weren't the first competitive bids made, on that 
particular type of launcher, made and me in about 1953? 

General Mecnurne. I can’t answer that. I don’t have that much 
knowledge of the Navy. Some of my people may know more about 
the early history. We have followed it from a technical develop- 
ment point of view, from the day that we decided to go to the 234- 
inch rocket, which we got from the Navy. Substantially we have been 
dependent upon the Navy for progress in the rocket and initial de- 
velopment work in the launchers. 

This has been a very interesting and quite satisfactory relationship, 
and it saved the taxpayers a lot of money. 

Mr. Minsnatu. In other words, this Navy-type launcher serves 
your purpose as of right now? 

General Mecuiing. We have determined that. We were interested 
in it throughout the whole development process because we thought 
it might. 

Mr. Houtrrevp. Wait just a minute. Let’sclear this up now. This 
Navy-type launcher does not serve your purposes right now. It is 
not even in production. 

General Mecuiina. I am speaking of technically it fulfills our re- 
quirements. 

Mr. Morcan. With certain modifications as stated in General 
Kelly’s letter. 

General Mecuiine. We are working together with the Navy and 
will have a single launcher that will serve both purposes. Navy is 
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working very, very favorably in coming out with something which a 
lot of people want as a standard launcher that will meet the require- 
ments of both services. 

Mr. Morcan. When was your MIPR first issued to the Navy for a 
quantity of the 7-D? 

General Mecuiinc. Some time ago. 

Mr. Lansrnc. I am not sure of the exact date, but it was around 
April or May. 

Mr. Morgan. Of what year? 

Mr. Lansrne. Of 1956. 

Mr. Morean. What delivery did it call for? Delivery by what 
date for the first units? 

Mr. Lanstna. I can dig out the MIPR and check to be sure, but I 
think it was something like 60 days or 90 days. 

Morcan. When did you first receive the units? 

Mr. Lanstna. We received the units in December of last year. * 

Mr. Morean. Which was several months later than the original time 
called for in your MIPR. 

Mr. Lansing. That is correct. 

Mr. Morean. Mr. Chairman, I would like to clear up this one point 
in General Thurman’s statement. He says in the middle of page 5, 

“the former producer was then contacted.” Isn’t that a little out of 
order, General Thurman? Wasn’t the former producer contacted 
prior to the termination of the Weatherhead-Polan contract, even 
informally ? 

General THurman. Before and after. I personally contacted him 
before the termination as to what the possibilities were. After the 
termination, he was contacted by the buying people looking for a 
specific proposal. 

Mr. Houirterp. In fact, you called him to Wright Field, Dayton, 
around November 6, did you not ? 

General Tuurman. It was sometime around that date. I don’t 
remember when it was. 

Mr. Houtrietp. He was told at that time to prepare his papers for 
this procurement ? 

General TnurMan. No, sir, not at the time I talked with him. 

Mr. Hottrietp. He was not told to prepare the data to provide you 
with the knowledge as = your procurement needs? 

General TuHurman. I called Mr. Babbitt in the early part of No- 
vember—perhaps it was ae 6th; I don’t remember caaniy —and told 
him if he could do it conveniently, I would like to talk with him about 
the possibility of a contract with the Air Force for MA-3 launchers 
and I would like to talk about price and deliveries. 

He came in and we discussed the matter on an exploratory basis 
in terms of generalities, both pricewise and deliverywise. I think I 
made it abundantly clear to Mr. Babbitt, and he understood it, that 
it was an exploratory conversation only. 

Mr. Hourrerp. But on the basis of those exploratory conversa- 
tions—and I am not going to quarrel with you about using the word 
“exploratory’—Mr. Bab hitt testified that he incurred an additional 
expense of some $200,000 in bringing back his former engineers and 
additional expenses of — lining a nonactive plant and so forth. 

General TuurMAN. I don’t know whether he did or not. If he says 
he did, I am sure he did. 
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Mr. Hoxrrrrm.p. He testified before this committee that he did. 
Here is the point that is interesting, I think, to this committee. It is 
that negotiations can occur between Defense Department procure- 
ment people or their superiors, which lead a supplier to make consider- 
able expenditures such as in this case; and then suddenly he has the 
rug pulled out from under him. 

If small business is to continue, there is something wrong with a 
procurement policy which will cause a small- business man to have 
such assurances—always keeping in mind, leaving out your letters or 
your talk, that you lead a small-business man up the primrose path in 
the ae es of him supplying, getting business—which is always the 
laudable desire of any individual who is in business; and yet he incurs 
several hundred thousand dollars worth of liabilities and then he is 
washed out. 

| don’t know if this is one of the inevitable faults of our system or 
not that these things occur. The Air Force told the Century Indus- 
tries Co. that it was urgent for them to get these launchers. There was 
a little incident of the Suez right about that time, if I remember— 
November 6 or November 7, and it looked like we might get into a 
little bit of trouble and it looked like you might need these. You said 
to Mr. Babbitt, “we are in trouble. We need some help.” 

Mr. Babbitt came forward and offered it. Let’s not say that Mr. 
Babbitt didn’t have his own business interests in mind in doing that 
because undoubtedly he did. He had the desire to do business, to 
operate i pl: int. to make money, as all small and large businessmen 
have, : * it is considered a good motive. 

Yet we find here at the end of some almost 90 d: ays that he is very 
abruptiy told, notwithstanding all of his efforts, his willingness to 
cooperate, his callback into his plant of his previous engineers and 
making arrangements with the unions and spending some thousands 
of dollars on plant rental and maintenance, getting his affairs back 
into shape, he is suddenly told there is no business. 

Do you think th: at this type of policy is in the long run going to be 
a good policy for the Defense Department to use with small-business 
men ¢ 

General TritrMan. Mr. Chairman, there are certain risks inherent 
in doing business. 

HouirieLtp. True. 

General Tutrman,. I don't think I led Mr. Babbitt wp any primrose 
path. 

Mr. Honrrretp. You don't ? 

General Tuurman. No, sir, and I don’t think Mr, Babbitt thinks 
so, because we have talked about this thing freely and fully at the 
time, and subsequently. 

At the time we initiated this inquiry, we also initiated an inquiry 
as to whether there was something that was better that we ought to 
buy to have a better Air Force for the defense of this country. Our 
job is to buy things that te Air Force needs to defend this country. 

And, sir, that is what we are trying to do. We think we made the 
best decision that could wy made under the circumstances. We trust 
that we have not injured anybody. We certainly didn’t do it in- 
tentionally. 


If we had the same decisions to make again, we would make them 
the same way. 
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Mr. Rogack. General Thurman, this rocket has been under develop- 
ment for at least 4 years. But you don’t expect to get a production 
item in inventory for another 13 months. 

General THurman. That’s right. 

Mr. Rozackx. So why would it not have been a matter of good sense 
and equity on your part to find out what your new change of require- 
ments was before you went to the producer, because it was a matter 
of a short span of time after you had been talking with him, possibly 
negotiating with him, that that was the plan; then you checked back 
and said, “What did we find out on the other thing?” 

General THurman. That is a good question. We had explored 
tentatively the possibility that the Navy launcher would be available 
for procurement. On that tentative basis, it looked like it wouldn’t. 

So we at the same time went into it on more than a tentative basis, 
and initiated negotiations with Century Industries. 

In the course of our going into more than a tentative investigation 
on it, we found that the Navy had progressed a great deal further 
than we had thought. General Mechling, would you like to talk in 
general about this Aero 7—D launcher ? 

Mr. Mrnsuaut. General, before you start, if I may interrupt you, 
please. One thing that does appear very clearly on the record, and I 
have it on most reliable authority, is that the Air Force had the op- 
portunity of inquiring into this Navy Aero 7—D launcher, and that. 
was in production as far as the Navy was concerned on a competitive 
bid basis in 1953. 

Why wouldn’t the Air Force take cognizance of that fact and say. 
“Well, look, they have got something already developed ?” 

General Tourman. May I ask a question here? 

Mr. Minswatt. Yes. 

General Tourman. Captain Thurman, do you know when the pres- 
ent Be-Gee production contract was made ? 

Captain Tuurman. I don’t know. I think perhaps A-1 Lansing 
could help me on that as to the date. Can you recall ? 

General THurman. I am talking about the advertised production 
contract, which is the one the committee member mentioned. 

Mr. Lanstne. I have some of these dates here that I would like to 
submit that were asked about a little bit earlier. I will recount a 
little bit of the history on this joint development. 

Actually this was not just a Navy development in the sense that I 
believe it has been passed on here. We actually have provided some 
funds to the Navy for joint development of a 19-round rocket 
launcher. 

The 22d of May was the time we sent the MIPR to the Navy, and 
what this did was specifically call for this test quantity. We called 
for the delivery of the first 20 by the 31st of July, and 20 per 
month 

Mr. Houtrrerp. Just a minute. 

General THurman. Mr. Lansing, let me interrupt. I think the 
gentleman’s question is when was the Navy’s advertised production 
contract let? Do you know? 

Mr. Lansrna. It was in June of 1956. 

Mr. Hoxirteip. That answers the question. 

Mr. Mrnsnatu. Then any statements about 1953 would be in error? 
Is that true? 
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Mr. Lansine. This was the development of the launcher. It had 
been in progress for quite some time, just as you have stated; but this 
was not the production contract to go into a big quantity, as I under- 
stand it. 

Mr. Hortrrevp, Isn’t it true that we are getting a little bit con- 
fused because the research and development contracts were let in 
1955, or even further back than that, I believe. 

Mr. Lansrnc. I am not sure on that point, but it has been for 
some time, 

Mr. Houirievp. I think it even went behind 1953, but the produc- 
tion contract of that 19-rounder was let to Be-Ge Co. in June of 1956. 

General THurman. I thought that was correct, sir, but I didn’t 
know. 

Mr. Horrrrevp. I think that clarifies the point. It is very easy to 
get confused. 

Mr. Mrinsuats. Mr. Chairman, I was interested in the subject. 
The reason I had this information—and if it is wrong I will correct 
the parties that gave it to me—but I conducted a little investigation 
of my own. The Armed Services Subcommittee conducted an inves- 
tigation similar to this some years back. I have their records here, 

and I hadn’t had time to read them fully, but I did have his letter that 
they just put out, which stated that very plainly. 

General Tuurman. I think it is possible that it was the Aero 6-A 
that was involved there, and not the Aero 7—D. 

Mr. Minsnatn. Then Mr. Courtney on the subcommittee of the 
Armed Services Committee is in error when he makes this statement. 

General Tourman. Sir, I don’t know. 

General Mecuiine. The first rocket launcher which is acceptable 
to us in general is this one that went into a production contract in 
June 1956. 

Mr. Morean. I think the record will show that Century Engineers 
had a development contract of a 19-round launcher back as early 
as April of 1952. That information is being furnished by the Navy— 
the early development history of the launcher program. 

On this statement, General Mechling, you have just made: The 
launcher that you tested was made by Century Engineers and not 
under the production contract of Be- Ge Co. Is that correct? 

General Mecuurna. That’s correct. 

Mr. Morean. So this was not a launcher that was produced with 
production tooling, but was one that was, so-called, handmade by a 
development company. 

General Mecuitne. That’s correct. 

Mr. Hottrretp. In other words, you let a production contract. 

General Mecuitne. We didn’t let any production contract. 

Mr. Hotirrevp. Or the Navy let a production contract to a certain 
company, the Be-Ge Co.; and subsequent to that they let another 
contract for handmade items of the same type at $580 apiece for your 
use. Is that true, 100 of them? 

General Mecuiine. That is what they did. 

Mr. Ho.irtetp. So the production contract which they let was, so 
far as production is concerned, a nullity in that they couldn’t produce 
and haven’t produced as of this date on a production line. 


Am I right in that, or wrong? I would like to be corrected if I 
am wrong. 
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Mr. Lanstne. I wonder if I might include the inputs in just a 
moment? Ithink I can clear this up. 

Mr. Houtrtevp. I would like to have this question of mine answered : 
Is the Be-Ge Co. producing 19-round rocket launchers at this time on 
a production line ? 

Mr. Lanstne. They have been given the go-ahead to start pro- 
duction. 

Mr. Howtrretp. I understand that. They were given that in June 
1956. 

Mr. Lanstnc. But this is approval. They have all been tested and 
found satisfactory and now it has been said, “Put them in produc- 
tion.” 

Mr. Hoririexp. In other words, when you gave them the contract, 
they did not have an approved article in June 1956 when the N vavy 
did ? 

General Mecuiinc. We didn’t expect them to have. They had 
a contract that they thought was an adequate specification based 
upon .a lot of development testing on small lots they had fabricated. 
This is the way we get into each produc tion contract. 

Mr. Morean. If they were going out on a separate contract to ful- 
fill your MIPR, why couldn’t the Air Force have handled their own 
contract instead of having to go through the Navy? They didn’t fill 
it on a production contract which had already been awarded. They 
could have amended the production contract, could they not? 

General Mecuiing. This was a Navy development. Our basic in- 
terest was to get rocket launchers as quickly as we could to test. This 
was a highly desirable, and I think necessary, type action. The Navy 
chose to handle it this particular way, and I think they probably did 
right because they wanted us to get these launchers as quickly as it 
could be reasonably done because we had the capability of testing 
under higher performance conditions than were easily available to 
them. 

Mr. Morcan. General Mechling, you didn’t answer my question. 
I asked why the Air Force went to the Navy? Is there any directive 
or any instructions from a higher level such as the Department of 
Defense—— 

General Mecuiine. It was our decision. We thought this the right 
way of doing it because they were the people that developed this. 

Mr. Hoxirreip. Now let me follow up on that and ask you why you 
do not buy your 19-rounders through the Navy ? 

General Mercurie. That is a decision that AMC makes. This is 
the development quantity I was responsible for, the 100. After 
larger quantities than that, they are entirely the responsibility of 
General Thurman. 

Mr. Horirretp. Did your testing of those 19-rounders prove that 
they had a production item ? 

General Mecuuine. It proved that the development was sufficient 
so that it could go into production. 

Mr. Houirtevp. Were they tested both from the standpoint of firing 
and from the standpoint of environmental testing? 

General Mecuurnc. They were certainly completely tested in firing 
on the F-100, which is the airplane they are specifically designed for. 
How much environmental testing they have had, I am not sure. 
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Mr. Lansing. They have been completely environmentally tested at 
the Dayton B. T. Brown Co., and the tests were successful. 

Mr. Morgan. Those were not your launchers that were tested there. 
Has the Air Force tested these for environmental qualifications / 

Mr. Lansitne. No, we would not do that until we let a contract, until 
the Air Force let a contract. 

Mr. Houirietp, Now can you answer this question. Had those 19- 
rounders which were used in your test firings been previously sub- 
mitted to environmental testing ? 

Mr. Lanstne. These 100 had not. However, the Navy had done 
previous testing on identical articles. 

Mr. Houirrerp. Environmental testing with subsequent firing? 

Mr. Lanstnc. I am sure they have. I am not positive. 

Mr. Houtrretp. Maybe you had better check that. And even if they 
have had similar items to the 100 which you have received, may I ask 
you this question. Have you submitted them to firing tests ? 

General Mecuiina. Yes, indeed. 

Mr. Lanstna. Yes. 

Mr. Houtrrerp. All of them? 

Mr. Lanstne. Not all of them. 

General Mrecuurne. The last of them are being finished up in cur- 
re nt testing rij ght now. 

Houirimentp. And you did submit them to environmental testing 
hetens you fired them ? 

Mr. Lansine. No, sir. 

General Mecutinc. We took the Navy tests on the environmental 
work. 

Mr. Morcan. But the Navy had not completed their environmental 
test at that time, General Mechling. We have asked the N ‘avy to give 
us a report on their environmental testing. We have not to this date 
received that, Mr. Chairman. We have received a preliminary report, 
but we have not received a final report. 

We get this for the first time from Mr. Lansing that the Navy has 
released that for production. We have also asked for that informa- 
tion. The Navy hasn’t furnished the committee with that information 
yet. We get it through a secondary source. 

Mr. Hoxtrtecp. As the committee understands it, you have fired 
handmade rocket launchers which have not been previously given 
environmental testing. 

Mr. Lanstnc. In all probability they were tested by the Navy. 

General Mecuuine. I don’t think a production contract has ever 
been let initially excepting in this type of process. 

All the rocket launchers we have talked about here have gone 
through this exact same type of process before production contracts 
were let. 

Mr. Houirretp. But there must be a reason for environmental test- 
ing, or they wouldn’t have it. 

General Mecuuine. Yes, sir. This is included as a part of the 
acceptance of first items on the production contract, and we do as 
much as we can with the samples we have during development. But 
we have to recheck that on the production item. 

Mr. Houtriritp. And you are aware that the failure of Weatherhead 
and Polan was evidenced in the environmental testing? 
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General Mecuuine. On certain phases of it. 

Mr. Houtrrep. If you test a rocket launcher which has not received 
environmental testing on the firing stand, you are not getting a com- 
plete evalution of it because your env ironmental testing has revealed 
subsequent faults in these rocket launchers which have caused com- 
panies like Weatherhead and Polan to give up their contracts. 

Mr. Lansina. Sir, the Navy has conducted extensive testing on the 
19-rounder Aero 7D launcher. Of that I am certain. 

I know a lot of them that they have run and that Century Engi- 
neers ran at their plant such as the leakage, and so forth, and the drop 
tests of the Navy. That is one of the ways they evolved into their 
particular vibration testing, and so forth. 

I don’t have all of the reports or the results, but I do know that 
they have tested extensively over the past years and, predicated on 
this, they did put it into production. Of course, on the 100 we got, 
we didn't go into that expense because we felt that we would take 
the Navy's “findings = it; and since they were willing to go into pro- 
duction on it, we could skip that part until we actually got a pro- 
duction article at which time we would check to see if it was the 
same article. 

Mr. Rospackx. How long do you anticipate before you will have a 
production article? You used General Thurman’s value of 13 months. 
Give us a breakdown on that, roughly. How many months for adver- 
tising, how many months for- 

General TuurMAN. Sir, I don’t think Mr. Lansing is the gentleman 
to answer that. I think Captain Thurman can give you exactly that. 

Mr. Rorpack. Fine. 

Captain THurMAN. Let’s take a hypothetical case from the receipt 
of a purchase request. From that time, a best effort I would say is 
+ months to 4 months for the procurement coordination cycle. This 
includes, of course, coordination of all the people in the field, that is, 
maintenance and packaging. This is the normal procedure in pro- 
curement you can’t avoid. It includes such things as sending requests 
to bidders, allowing them time in which to reply, and then subse- 
quently, of course, synopsizing the bidders list and mailing formal 
invitations for bid. 

Here again you wait, and to be fair with the contractor and give 
him a minimum 30 days to reply. 

After having done this, I think you appreciate the administrative 
delays inherent. in any decision after having received the responsive 
bids—that is, from the bid opening date. ‘Decision is subsequently 
made as to an award. From this point you initiate actions peculiar 
to funding problems that have to be resolved. 

A facility capability report must be obtained. Again, this is a 
matter we iva discussed previously. There is a team in our district, 
offices which visits the manufacturers and recommends, either thet 
the company is capable of producing in their opinion—and this in- 
cludes all facets of manufacture—or that the company is not capable. 

But these are some of the things which you go through before 
making an award. Then from 








Mr. Rosack. Will you give us a time period now? How long has 
gone by? 

Captain THurman. I am still talking about this period. Under 
the most expeditious action, if everything falls into place this con- 
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ceivably could be done ir 3 months, or 34% months. ‘This is being as 
fair as you can, of course, to a contractor timewise to allow him sufli- 
cient time in which to evaluate our request for proposal, and submit 
his bid. 

After this is done, there is a period for the company to tool and 
to produce the preproduction samples. This normally takes 4 to 5 
months. I think this is a fair statement. 

After having done this, you have a subsequent testing period both 
for the contractor and for the Air Force. Specifics ally, this in some 
cases can run concurrently, that is, environmental testing can run 
concurrently with the Air Force. 

So by the time environmental samples have been completely tested 
and a report renderd to Eglin Air Force Base by the contractor, 214 
months have passed. 

This is assuming, of course, that everything occurs in order. From 
the time of Air Force approval of samples, I think it is conceivable 
that a nian could commence production within a period of 2 to 2%4 
months. 

This yenerally would make up, if you have calculated it as we have 
gone along, roughly 13 months. 

Mr. R wack. If everything goes all right. 

Captain TrurMaAn. That is under an advertised type procurement. 

Mr. R wack. That you are intending to do. 

Captain TuHurman. I know of no other way to shorten that time 
period. You can’t do it and be fair to any contractor awarded 
contract. 

Mr. Rosack. In other words, 13 months is your minimum time. 
a at is if everything goes according to Hoyle. 

Captain Tuurman. This is true, I think, with many contracts. 
Mr. Rornack. I mean, in this particular field you don’t have any ree 
son to believe that it would go on that kind of a tight schedule, neces- 

sarily / 
General THurman. It is the period of time when it should pro- 
cluce. 

Captain Thurman. Right. 

General Mecuiine. We will be getting Navy samples under the 
Be-Ge contract for getting additional information. 

Mr. Rosack. But you can’t use that to have acceptability on de- 
liveries that go to you. 

General Mecuiinc. No, but we can just learn more about rocket 
launchers. 

Mr. Roswack. You have to deal with the modifications that have to 
be requested. 

Mr. Hoirieip. Let the chairman say that we are going to have to 
close in just a very few minutes for this afternoon. 

When we adjourn we will adjourn to meet tomorrow at 2 o’clock. 
Before we do adjourn, Mr. Eckhart has a request for some material. 
Will you make that request ? 

Mr. Ecxnarr. General Thurman, I wonder if you could be pre- 
pared to discuss at tomorrow afternoon’s session the figure that you 
gave on the cost of Government in terminating the Polan and Weath- 
erhead contracts by default, and what percentage of that would be 
apportioned to the Polan contract. And from Captain Thurman, I 
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would like to find out if you can determine, whether or not the equip- 
ment which you saw at the Polan plant was adapted to produce the 
type of launchers that we are talking about in the Polan-Weatherhead 
contracts, and what amount of the total equipment had been set up 
and what the cost involved in setting up that equipment was. 

Captain Tuurman. I think I answered your question in part. 
However, I would like a clarification of part of that relative to the 
type rocket launcher to be fabricated. Were you referring specifi- 
cally in this instance to the specifications as such ? 

Mr. Ecxuarr. I am referring to the MA-3 type rocket launcher. 

Captain TuurmMan. The type rocket launcher ? 

Mr. Ropackx. Mr. Chairman, may we have the documentation on 
that, surrounding the command decision that is the subject of testi- 
mony here, and the communication by General Kelly—namely, the 
decision to concentrate on the 19-rounder. 

We want to know when the decision was the subject of active 
discussion among the procurement people, when they first learned 
about it, to what extent had it developed at the time they were con- 
sidering an MA-3 procurement in November, and how many days 
after that that decision was relatively firm. 

General Tuurman. Let me be sure I understand your question. 
You want to know when the various steps by which this decision was 
arrived at were taken, and the documentation of it? 

Mr. Rorack. Let’s put it this way: We want to know what the 
status of the command decision was at the time you entertained a 
solicitation for an MA-3 procurement after the failure of the 
Weatherhead-Polan contract, and the documentation that surrounds 
that status. 

General Tuurman. I don’t think there is much documentation 
there, because there was an awful lot of discussion. Let me see what 
I can do. 

Mr. Rorack. Let me ask you a few questions right on this point, 
just briefly. 

Mr. Houirrevp. Very briefly. 

Mr. Rosack. Who initiated the request to the armament center 
with respect to the feasibility of using this item? Was that a pro- 
curement-initiated reqeust ? 

General THurMaAn. Yes. 

Mr. Rosack. It was? 

General TrurmMan. Yes. 

General Mecuuinc. We had a development effort going on all the 
time, but we got a request to give them some indication of when we 
could do some testing and give them some information. 

Mr. Ronack. When was that made, General Mechling ? 

General Mecuurne. I don’t recall. 

General THurman. I can get it for you. 

Mr. Rorack. There must be some documentation on that point. It 
wouldn’t be purely verbal. 

Mr. Morean. General Mechling said a moment ago the first de- 
liveries under MIPR were not made until December. 

General Mecuuinea. That is right. 

Mr. Morean. This was after General Thurman’s earlier discus- 
sions on the MA-3 procurement, further procurement. 
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General Mecuiine. The whole development program had been 
followed with the Navy and we knew we had these coming in and 
would be getting some information on them. 

Mr. Morean. I just wanted to clear that point up, that it was 
Navy development. The Navy had been developing and you hadn’t 
received any lanuchers until December. 

General Mrecuiine. But we had been observing—I made a trip 
out to China Lake myself in September, and went through this along 
with other problems with the Navy 

Mr. Houirretp. Was there coordination between you on your con- 
tacts with the Navy, on the 19-rounder and General Thurman in his 
effort to obtain production on the 7-rounder ? 

General Mecuiinc. We kept these people informed on a contin- 
uing basis on what the prospects of new item are. 

Mr. Houirietp. So when General Thurman contacted Mr. Babbitt, 
he didn’t say to Mr. Babbitt of Century Industries that “We are in- 
terested in buying 7-round rocket launchers and 19-rounders. We 
would like you to give us a price on 7 and, if a 19-rounder comes 
through, we won’t be interested in it. We will buy 19-rounders” ? 

In other words, no such information was given Century Indus- 
tries at that; was there? 

General THurMan. No, sir; because I didn’t know at that time 
that we were going to buy 19-rounders. I knew at that time we 
were going to do what we thought was in the best. interests of the 
Air Force and I think we have done that. 

Mr. Houtrrevp. I am sure, General Thurman, you in good con- 
science did do that. I am not criticising you on the basis of mo- 
tive. 

Mr. Minsuauy. Mr. Chairman, he said he did what he thought was 
in the best interests of the Air Force, but I am just wondering if it 
was in the best interests of the taxpayer. 

Mr. Houtrrevp. I don’t see any differentiation. 

Mr. Mrinsuaut. Because Admiral Harrison—I believe you are ac- 
quainted with him—said there wasn’t a difference in the type of 
launcher, so much as a difference in the type of services. A little 
professional pride entered into it, I believe. 

General MecuuinG. They have done a nice job on this, and we are 
grateful to the Navy. We are using Navy “development on a lot 
of items very, very successfully. I have the closest relationship with 
both Bureau of Aeronautics and Bureau of Ordnance on all of these 
things. 

General THurMAN. Sir, both of these are Navy developments that 
the Air Force has come in on. 

Mr. Minsuauty. Mr. Chairman, I also would like, before you con- 
clude, to make sure that we find the letter that was mentioned earlier, 
and I also would like to know what file that was in and whose care and 
custody that file has been in since you originally saw it. 

Mr. Houtrteip. We will cert: ainly attempt to do that. 

General THurMaANn. Mr. Chairman, we have a mechanical difficulty. 
It has been asked that we get up documentation. The files are in the 
hands of your counsel. We don’t get hold of the files for any purpose 
of inquiry. 
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However, we would like, Mr. Chairman, at the termination of this 
hearing, to have the files for a certain time—I mean a brief time. We 
can’t document it if you have got the files. 

Mr. Hortrrevp. That is true. 

Mr. Rogacx. Those will be available. 

Mr. Hourrrerp. I will direct the staff director to cooperate with 
whomever you will designate so that both of you will have access to 
the files within a reasonable time this evening. 

Mr. Ropack. We have every confidence, Mr. Chairman, that the 
document was not removed from the files. 

Mr. Mrnsuatu. The so-called document. 

General THurman. Thank you, sir. 

Mr. Houirretp. Thank you very much. Then we will adjourn until 
tomorrow afternoon at 2 o’clock. 

(Thereupon, at 5:20 p. m., the subcommittee adjourned, to recon- 
vene at 2 p. m. Tuesday, February 12, 1957.) 
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TUESDAY, FEBRUARY 12, 1957 


Hovusr oF REPRESENTATIVES, 
Minirary OPERATIONS SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. 

The subcommittee met, pursuant to adjournment, at 2 p. m., in room 
1501, New House Office Building, Hon. Chet Holifield (chairman), 
presiding. 

Present: Representatives Holifield (presiding), Lipscomb, and 
Minshall. 

Also present: Herbert Roback, staff director; James F. Eckhart, 
counsel; Earl J. Morgan, chief investigator; Robert J. McElroy, in- 
vestigator ; and Carey “Brewer, senior defense specialist. 

Mr. Houtrretp. The subcommittee will be in order. 

Mr. Minshall of the subcommittee raised a question yesterday about 
a matter which he said created some innuendo of wrongdoing on the 
part of the Air Force. 

Mr. Morgan, the chief investigator of the staff, asked the Air Force 
witnesses whether they had been at any time contacted by anyone in 
the Navy or in other branches of the Government and told to stay 
away from the Century Industries. 

This question was directed to a point of information. It did not 
cast any innuendo on the Air Force. It concerns the actions of certain 
naval personnel—and we will get more on that matter at a later 
hearing. 

As chairman of this subeommittee, I wish to state I have the fullest 
confidence in the members of the staff. They are acting under the 
chairman’s instructions to make a thorough investigation. 

Mr. Morgan asked a perfectly proper question. He is fully quali- 
fied and responsible staff member. 

I may note that Mr. Morgan received his investigative training as 
a special agent with the Federal Bureau of Investigation, and during 
the war he was a combat navigator in the European theater, flying 
many missions, and is the holder of the Distinguished Flying Cross, 
and other citations. 

The staff has informed me that the Air Force contract files on the 
matters under discussion at this hearing comprise several thousand 
pages. A search of these files in the brief time since the committee 
adjourned, does not in my opinion reveal a document that would 
clearly indicate that the Air Force was contacted by Navy or other 
Government-employed personnel, and specifically warned against Cen- 
tury Industries. 
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A study of the documents does refer, however, to confidential reports 
and verbal briefings. 

The subcommittee, of course, has no information as to the content 
of these verbal briefings at this time. 

I thought that preliminary statement was necessary to keep the 
record clear, and to show that we did not intend any innuendo of 
wrongdoing against the Air Force in general. 

Mr. Ropack. I would like to say that. we had promised to help the 
Air Force on the allocation of this file time. Because of the heavy 
burden of material that was contained in the file, up to this time we 
have not done that. So insofar as a reference may be necessary by 
the Air Force to some specific file matter, we have them here. 

Of course we assume that over a considerable period of time, with 
the Air Force staff that are here and have been living with this thing, 
they would have some reasonable familiarity with the files. 

The question as to the procedure: General Thurman has prepared 
some information in response to questions that came up yesterday. 
I don’t know the extent of it, but I would suggest, Mr. Chairman, that 
since it has a direct bearing on the interrogation, that he read the 
prepared answers into the record, and submit the supporting docu- 
ments for the record. 

Mr. Howirtetp. I regret that the one set of files was needed, and 
that you were not given access to them. But anything we ask for, of 
course, will be held in abeyance until you do have an opportunity to 
search the files. 

I tried to go through some of them myself, and I found it quite : 
lnborious task. 

General Taurman. Thank you, Mr. Chairman. 

I am glad that that will be borne in mind, because to be perfectly 
candid, we had to do some scratching to get what supporting docu- 
ments we have. But I think the committee will consider them 
adequate. 

Counsel for the committee has requested that we prepare a docu- 
mented statement of the events leading up to a decision by the Air 
Force to procure LAU-3A rocket launchers instead of MA-5 rocket 
launchers. 

The purpose of this statement is to provide that information. 

About the 1st of November, the buying agency at the Air Materiel 
Command had concluded that a strong probability existed that Weath- 
erhead and Polan would not be able to qualify, despite all of their 
efforts to do so. 

Accordingly, I called General Mechling of the Air Force Arma- 
ment Center and made arrangements to visit his headquarters on 
November 5 for the purpose of discussing the matter. 

The results of tests made by the Air Force Armament Center and 
pending tests were discussed. As a part of the discussions, we con- 
sidered the alternative courses of action available to the Air Force 
in the event that termination of the Weatherhead and Polan contracts 
became necessary. 

A part of this consideration went to the availability of a 19-round 
launcher which was under development by the Navy. Based on liaison 
information, Armament Center personnel had doubts that specifica- 
tions for the Navy launcher would be available before the end of 1957. 
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Following this visit to Eglin, I discussed the matter with procure- 
ment, supply, and command personnel at the Air Materiel Command, 
and we concluded that we should ascertain the capability of Cen- 
tury Industries to manufacture MA-3 launchers, and get some indica- 
tion of what their price would be in the event that a decision was 
reached that we should procure from Century Industries. 

Accordingly I called Mr. Babbitt and he came to my office on No- 
vember 8 for informal discussion. It is my understanding that a 
memorandum for record prepared by me on that date has been en- 
tered by Mr. Babbitt into the 1 ‘ecord of this hearing. 

Because of discussions which occurred yesterday, indicating that 
_ Babbitt might have been misled, I would like to quote the follow- 
ing from that memorandum: 

I advised Mr. Babbitt that the purpose of this discussion was exploratory in 
nature. The possibility exists that we will buy additional launchers from Cen- 
tury Industries, and the possibility also exists that we will not buy additional 
launchers from Century Industries. It was understood by all concerned that 
the price and production figures are Mr. Babbitt’s best estimate at the moment, 
and do not constitute any binding proposal on him. It is his opinion, however, 
that the data given constitutes good estimates. 

This was dictated in Mr. Babbitt’s presence. 

On November 14, 1956, I received a TWX from General Mechling, 
commander of the Air Force armament. center, indicating that the 
launcher design which was bemg presented by Weatherhead and 
Polan could not be recommended for Air Force use. 

Upon receipt of that telegram, discussions were held among pro- 
curement, supply and command personnel of the Air Materiel Com- 
n and, and a decision was reached that we should, one, terminate the 
Weatherhead and Polan contracts. Two, initiate negotiations with 
Century Industries for approximately one-half of the requirement. 
And three, revalidate the balance of the requirement, both quantita- 

tively and qualitatively. 

Information of this decision was conveyed to the staff of this com- 
mittee, who received it with warm approval. 

Mr. Rosack. Mr. Chairman, I must interrupt at this point, because 
I think there is a statement there which might be misunderstood. The 
memorandum of the conference which the staff made upon General 
Thurman’s visit contains a concluding paragraph. The substance of 
this memorandum was read into the record yesterday by Mr. Morgan 
in describing the interest of the subeommittee in this general inquiry. 

I will now read the concluding paragraph : 

General Thurman’s apparent purpose in briefing the staff was to seek approval 
of the Air Force’s intended action. He also advised that the Hébert subcom- 
mittee was being contacted for any opinion they might have regarding the 
contemplated action by the Air Force. The staff was not committed to either 
approve or disapprove the Air Force’s action as this is a decision that should 
be made by the Air Force based on all the facts developed to date. 

I hope we don’t misunderstand each other, General Thurman. 

General THurMAN. No. That is apparently a bad choice of words. 
I will withdraw it. 

Mr. Houtrrevp. I will say this memorandum was submitted to me 
in its present form after your visit, sir. 

General Tuurman. No implication of actual approval was intended. 
I will withdraw that statement. I certainly didn’t think of it. 

Mr. HouirieLp. You may proceeed. 
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TESTIMONY OF BRIG. GEN. W. T. THURMAN, DEPUTY DIRECTOR, 
PROCUREMENT, HEADQUARTERS, AIR MATERIEL COMMAND; 
ACCOMPANIED BY BRIG. GEN. EDWARD MECHLING, HEADQUAR- 
TERS, AIR FORCE ARMAMENT CENTER; GARRITT W. WESSELINK, 
ASSOCIATE GENERAL COUNSEL, HEADQUARTERS, UNITED STATES 
AIR FORCE; CAPT. C. E. THURMAN, HEADQUARTERS, AIR MATE- 
RIEL COMMAND; D. G. SHARP, HEADQUARTERS, AIR MATERIEL 
COMMAND; JOHN W. BALCH, WRIGHT AIR DEVELOPMENT CEN- 
TER; ALBERT LANSING, HEADQUARTERS, AIR FORCE ARMA- 
MENT CENTER; AND LLOYD POE, HEADQUARTERS, AIR MATT:- 

RIEL COMMAND 


General THurMan. To continue: The same information was con- 
veyed to the staff of the House Armed Services Committee. The statf 
members of that committee indicated their lack of understanding why 
we should make a sole source procurement from Century Industries. 

Their feeling was based on the belief on their part that various 
producers for the Navy were capable of producing the MA-3 launcher. 
It was their indicated belief that we should handle this procurement 
of one-half of the quantity involved on a competitive basis, rather 
than on a sole source basis. 

After these discussions with the staffs of the two committees in- 
volved, we further discussed the matter at the Air Materiel Command 
and concluded that we should attempt to ascertain whether any Navy 
suppliers were unquestionably capable of producing the MA-3 
launcher before completing the sole source negotiation with Century 
Industries. 

Accordingly, on November 19, I instructed the buying division con- 
cerned to, (1) terminate the Weatherhead and Polan contracts; (2) 
initiate negotiations with Century Industries; (3) initiate revalida- 
tion of the requirement for the second half of the amount which had 
been on contract; and (4) make a visit to the Navy installation at 
Inyokern, Calif., to explore differences in the Air Force specifications, 
Navy suppliers, and differences in Air Force and Navy test method. 

My direction to that effect is enclosed as an attachment No. 1. 

(The matter referred to is as follows:) 

NOVEMBER 19. 

1. In view of the position taken by the Air Force armament test center 
(inclosure No. 1) and by the officials of the Weatherhead Co. and Polan Indus- 
tries, Inc. (inclosure No. 2), it is requested that MCPE initiate the following 
actions: 

a. Terminate the Weatherhead and Polan contracts for the convenience of the 
Government on a no-cost settlement basis. 

b. Initiate negotiations with Century Industries to accomplish placement with 
that company for a quantity of 150,000 launchers for the best price obtainable 
and the best delivery obtainable. In this connection, see my memorandum for 
the record concerning discussions on this subject with Mr. Babbitt of Century 
Industries (inclosure No. 3). An effort should be made to work out concurrent 
production and testing in order to avoid the necessity for first article approval 
(see inclosure No. 4). The procurement should be based on the same specifica- 
tion as that used in the procurements from Weatherhead and Polan. It is not 
anticipated that there will be any change in the specification itself. It is under- 
stood that the required fix in the fairing, referred to in inclosure No. 4, is a 
fix required to bring the fairing up to specification as distinguished from a 
change in the specification. 
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c«. Revalidate the requirement for the remaining 150,000 items and present to 
this office a procurement plan for procurement of such additional quantity as is 
found to be the subject of a valid requirement. 

d. Prior to completing the procurement action with Century Industries, send 
a qualified representative with a qualified representative from supply and a 
qualified technical representative from the Air Force armament test center to 
the appropriate Navy installation to determine the following: 

(1) What are the differences between the Air Force specifications and the 
Navy specifications? 

(2) Are these differences so great that a current producer of Navy 
launchers would not unquestionably be acceptable as a producer of the Air 
Force launcher? 

(3) Who has successfully produced launchers of this type for the Navy? 

(4) What differences are there, if any, in the Navy methods of testing 
these launchers as compared to the method used by the Air Force? 

The individuals should complete this trip and have a report ready within 1 
week. 

WILLIAM T. THURMAN, 
Brigadier General, USAF, Deputy Director/Procurement, 
Directorate of Procurement and Production. 


General Tuurman. The buying activity initiated discussions with 
Mr. Babbitt on November 21, and immediately thereafter was made 
the trip requested. As of November 25, a trip report was made to 
me of the results of the trip, which is attached as attachment No. 2. 

(The matter referred to is as follows :) 


T. O. No. 29457, CHARLES E. THURMAN, 
Captain, USAF. 
Don SHarpPe, MCSRMA. 
At Lansine, AFAC. 


NOVEMBER 25, 1956. 
Trip REPORT 


The purpose of this trip was to visit the Naval Ordnance Testing Station, 
China Lake, California, to discuss Air Force and Navy rocket launcher specifica- 
tions and testing. Mr. Al Lansing of AFAC, Mr. Don Sharpe of the Directorate 
of Supply, Headquarters, AMC, and Captain Thurman of the Directorate of 
Procurement and Production, Headquarters, AMC, constituted the team which 
visited the Naval Testing Station. 

Air Force problems were discussed with Navy personnel, Mr. Orson L. Mitch- 
ell and Mr. Steve Little. These two men were well-informed relative to rocket 
launchers. In a DF from General Thurman to Colonel Wilson, it was requested 
we seek answers to four specific questions. 

Question 1: What are the differences between Air Force specifications and 
Navy specifications? 

Answer: The question implies that a similarity between Navy rocket launch- 
ers and Air Force rocket launchers exists to such a degree that detailed com- 
parison could be made. This, however, is not true. 

The Air Force MA-3 is similar to the Navy launcher because plastic tubes are 
utilized in a cluster and both Air Force and Navy rocket launchers are expend- 
able. This is the major similarity between the two services’ rocket launchers, 
yet the basic designs are quite different. The Air Force launcher is a cluster 
of paper tubes bound together by filler strips and bulkheads. The Navy launcher 
by comparison (Aero 7D) is a cluster of tubes inclosed by two thick walls of 
cardboard, aluminum foil and aluminum. These launchers are further rein- 
forced by wood filler strips and an aluminum extruded saddle. In this saddle 
are fabricated hangars from which the launcher is hung to jet aircraft. 

Although the basic designs vary, major differences will be listed ; it is imprac- 
ticable to list all the minor variations between these specifications. 

Under paragraph 1, Scope, of the Navy specification for the Aero 7D two 
different articles are required, configuration A and configuration B. One con- 
figuration is a shipping container version. This is the rocket launcher center 
section which is loaded with rockets. On each end a square metal device is 
attached. The unit can be stored in this configuration. The second configura- 


tion is exactly the same except farings are attached in lieu of shipping container 
ends. 
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The Air Force specification under paragraph 1 specifies only one rocket launcher. 

Under paragraph 2, Applicable Documents, of the Navy specification, both 
specifications list general guidance specifications to be used as guides in fabrica- 
tion. In addition to these specifications, applicable drawings also designate cer- 
tain specifications to be followed when manufacturing component parts. 

The big difference between MA-—3 drawings and Aero 7D drawings relates to 
detailed fabricating instructions. The Navy version specifies, for instance, that 
rocket launcher tubes can be purchased from the Cleveland Container Corpora- 
tion. It lists in detail the materials to be used but does not specify the fabrication 
technique. 

The Navy specification differs from the Air Force specification in that water 
absorption, warpage, dielectric strength finish, ete., are listed specifically. The 
MA-—3 specifications states only that after completion of environmental tests, the 
rocket launcher tubes must accept a cylindrical 2.8-inch rocket gauge. 

On Navy drawings, the chemical composition to be used is listed. Bv com- 
parison, drawings for the MA-8 designate only Century Industries process. 

Navy packaging requirements are listed in the basic specification whereas Air 
Force packaging is cited separately under a different specification. 

The Navy requires a salt spray test: the Air Force does not. 

The Navy specification requires specific rough handling tests whereas the Air 
Force specification does not. This is required because the Navy launcher serves 
as a shipping container. 

The Aero 7D specification requires that all moisture be completely sealed from 
the launcher because rockets are stored in it. Both Navy configurations are 
vibrated (i. e., loaded and empty). 

Question 2: Are these differences so great that a current producer of Navy 
launchers would not unquestionably be acceptable as a producer of the Air Force 
launcher? 

Answer: It is the opinion of this group that except for Century Industries and 
possibly Century Engineers, any new contractor, like the Weatherhead Company, 
would experience extreme difficulty in the manufacture of MA-3 rocket launchers. 
It must be emphasized that the present Air Force specification is deficient because 
the basic fabrication technique is known only to Century Industries. This com- 
pany has refused to release this fabrication technique to the Air Force. 

The Weatherhead Company has fully demonstrated the difficult task encoun- 
tered in duplicating Century Industries fabrication technique for production 
of MA-3 rocket launchers. 

Question 3: Who has successfully produced launchers of this type for the 
Navy? 

Answer: The f llowing is a list of Navy rocket launcher producers. Most 
Navy contracts were originally written on an RD basis and awarded to Century 
Engineers. This firm developed the items, wrote specifications and furnished 
all drawings necessary to manufacture the particular Navy item. Other pro- 
ducers are manufaceurers who were awarded contracts as a result of advertising. 
The specifications used for advertising were those written and supplied by 
Century Engineers to the Navy. 

Century Engineers, Los Angeles, Calif.: Essentially RD Contracts 
Spra-Con, Chicago, Ill.: Aero 6A (obsolete) 

Radiant, Chicago, Ill.: Aero 6A (obsolete) 

Cincinnati Industrial Finishing, Cincinnati, Ohio: Aero 6A (obsolete) 
Century Industries, San Pedro, Calif.: Aero 6A (obsolete) 

Be-Ge Manufacturing Co., Gilroy, Calif.: Current Producer Aero 7D 

Question 4: What differences are there, if any, in the Navy methods of testing 
these launchers as compared to the method used by the Air Force? 

Answer: The only significant difference in Navy and Air Force testing proce- 
dures pertains to the ground handling tests because the Aero 7D serves as a 
shipping container. It must withstand ground shock forces and rougher han- 
dling than the Air Force MA-3. Minor test differences have already been listed 
in previous paragraphs. 

Coordination : 


Crutrtes FE. THURMAN, 
Captain, USAF, Chief, Mechanical Equipment Section, 
Accessories Branch, Aeronautical Equipment Division. 
RicHarp T. LAWRANCE, 
Deputy Chief, Accessories Branch, 
Aeronautical Equipment Division. 
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General THurmAN. The trip report confined itself to the questions 
raised in my memorandum, but in discussing the matter with Captain 
Thurman, who had been the procurement representative, he stated 
that in his opinion and that of Mr. Lansing, the representative of the 
Armament Center, the condition of the Navy specifications was much 
better than we had previously thought, and that a st:ong possibility 

existed that we could presently buy the Navy launcher, based on 
available specifications. 

He also expressed the view as his and that of Mr. Lansing, that the 

Navy launcher was operationally superior to the MA-3 launcher. 

Following this trip, discussions were held at Air Materiel Command 
by repre sentatives of Procurement Directorate, Supply Directorate, 
and the Armament Center. 

As a result of these discussions, it appeared that there was a strong 
possibility that we could obtain adequate specifications at the present 

time for the Navy launcher. Accordingly several questions were pro- 
pounded to the Armament Center by “telephone, and answers were 
received by TWX from the Armament Center, dated December 8, 
which is aitached as attachment No. 3. 

(The matter referred to is as follows:) 


DECEMBER 8, 1956. 
From: Comdr. AFAC, Eglin AFB, Fla 
To: Com r, AMC, WPAIFB, Ohio. 

For MCPEAAM. The following questions are answered as per telephone con- 
versation With Captain Thurman December 6, 1956. 

Question 1. Is any external expendable rocket launcher developed by the Navy 
for the 2.75-inch rocket suitable for Air Force use on the F—100? If not, why 
not? 

Answer. At the present time the FAC cannot definitely recommend any Navy 
launcher as suitable for use on the F—100 series aircraft until these items have 
been tested on Air Force aircraft. Accelerated tests of Aero 7—D on F—100C 
aircraft will be conducted at AFAC immediately. Information as to suitability 
of Navy version of Aero 7—D should be available within 2 weeks after receipt OV 
test items. First launchers available are being airlifted December 7, 1956. 

Question 2. Are specifications on any such launchers available and adequate 
for competitive bidding 

Answer. It is assumed above reference is to Aero 7—D launcher. Specifications 
and drawings are available from the Navy and as such should be acceptable 
for use by the Air Force in competitive bidding. The quickest way of getting 
Aero 7—D launchers will be to execute an MIPR to the Navy to extend the cur- 
rent Navy contract. 

Question 3. If either of the questions above are answered in the negative, 
When can AFAC supply specifications on any such items which are adequate 
for competitive bidding? 

Answer. The AFAC cannot supply specifications adequate for procurement 
of MA-3 launchers unless produced by Century Industry Corp. The specifica- 
tions for the Navy product are available from the Navy upon request. The 
specifications for improved versions will be available at the completion of 
testing by AF AC. 

Question 4. Is it the opinion of AFAC that the state of the specifications 
of the MA-3 launcher is such that procurement of additional quantities of MA-3 
should be confined to Century Industries? 

Answer. Yes. The results of the Weatherhead Co.'s effort to build the MA-3 
launcher without knowledge of detailed fabrication technique indicates the 
difficult task required. 


General THurmMAN. These answers were sufficiently encouraging 
that a command position was reached that we should suspend nego- 
tiations with Century Industries and await the outcome of E glin 
tests before making a firm decision that we would buy MA- 3 launchers 
or buy an Air Force version of the Navy Aero 7—D launcher. 
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On 2 January a TWX was received from the Armament Center 
indicating that the Aero 7—D, with modifications, would be satisfac- 
tory, and that specifications would be available, and that is attached 
as attachment No. 4. 

(The matter referred to is as follows :) 

JANUARY 2, 1957. 
From: COMAFAGC, Eglin AFB, Fla. 
To: RJIEDWP/Comdr. AMC WPAFB, Ohio. 
Info RJEPYB/C tadr. ARDC, Baltimore, Md. 

For MCPE. For RDTDAG. Re phonecon between General Thurman and 
Colonel Romig December 31, 1956. Testing to date indicates present Aero 7D 
rocket launcher unsatisfactory for Air Force use on F-100C and D aircraft. 
Launchers experience crushing of nose fairings in flight. Minor modifications 
to present Navy drawings and specifications are required as follows to provide 
an interim item satisfactory for Air Force use: 1. Modification and relocation of 
the electrical connector. 2. Stiffening of the sway brace area. 3. Strengthening 
of nose fairings. Modified specifications and latest Navy production drawings 
will be furnished your headquarters within 2 weeks for procurement of an 
interim item. Two courses of action are recommended in their order of disira- 
bility as follows: 1. Issue an MIPR to the Navy for sufficient quantity of launch- 
ers, incorporating above 3 modifications, to cover Air Force needs for 1 year. 
Within 8 to 12 months specifications and drawings can be provided for a satis- 
factory Air Force version of the Aero 7D launcher that will include nonfrangible 
metal fairings and the half and all firing capability in addition to the above 
three modifications. 2. Procure on open bid an interim quantity incorporating 
the above three modifications. Complete test results on this launcher are being 
forwarded under separate cover. 


General THurMan. In order to clarify certain questions in the 
minds of certain personnel at Headquarters, Air Materiel Command, 
a TWX was dispatched to the Armament Center on January 4, 1957, 
requesting clarification as to the comparative operational suitability 
of the MA-3 launcher and the Aero 7D launcher when used with 
the F-100 aircraft. That TWX is attached as Attachment No. 5. 

(The matter referred to is as follows:) 

JANUARY 4, 1957. 
From : Hq. AMC, WPAFB, Ohio. 
To: Comdr. AFAC, Eglin AFB, Fla. 
Info: Comdr. ARDC, Baltimore, Md. 

Unclas MCS-1-9-E DAU to Mechling. Reference your ACRR1-2-4E dated 
2 January 1957. This message in four parts. 

Part 1. Must know your recommendation whether the interim version of the 
Aero 7D Launcher is considered operationally superior to the MA3 Launcher 
when carried on F100 type aircraft. Also will the interim modification of the 
Aero 7D nose fairing allow maximum flight speed without restriction in all 
flight configurations of the F100 type aircraft? Part 2. In order to assure 
that procurement of an interim version of the Aero TD Launcher will provide 
launchers which may be ultimately adapted or modified into completely satis- 
factory launchers request answers to following: (1) Will the ultimate design 
modifications of non-frangible metal nose fairings and half and full firing 
intervelometer be capable of being procured as a separate adaption kit and be 
installed by tactical organization personnel prior to rocket mission? (2) Will 
the ultimate version of the Aero 7D Launcher (which includes non-frangible 
metal nose fairings) have satisfactory application? Part 3. Will you require 
first article qualification testing prior to production release or will you permit 
limited production release prior to completion of full first article qualification 
testing? Request answers to above be in terms of MIPR procurement from the 
Navy and AF procurement direct from industry. Part 4. On what date can 
AMC expect procurement data (AMC Form 444) clearance on the interim 
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version of the Aero 7D Launcher? What type classification and designation 
will be assigned the interim version of the Aero 7D Launcher? 
Writer: 
Symbol: MCS. 
George Keeler, Colonel. 
Security classification: Unclassified. 
Releaser : 
Typed name and title: F. J. Dau, Major General, USAF, Director of Supply. 

General THurmMan. Answer to this TWX was received on January 
8. which provided the necessary clarification. That also is attached 
and apparently it is unnumbered. 

(The matter referred to is as follows:) 

JANUARY 8, 1957. 
From: Comdr., AFAC, Eglin AFB, Fla. 
To: Comdr., AMC, WPFB, Ohio. 

Uncl ACL: R-1-S-41E, for General Dau. Re your MCS—1-8-E Dau to Mechling 
dtd. 4 Jan. 57. This msg in 4 parts. Part one, based on preliminary test results 
this center considers the Aero 7D launcher operationally superior to the MA-3 
launcher when carried on F-100 acft. The interim oversion of the Aero 7D 
launcher with strengthened nose and tail fairings built in accordance with 
modified NAPY specifications will be capable of maximum flight speed with no 
restrictions on all configurations of F-100 acft. Part two. The ultimate design 
modification of nonfrangible metal nose fairings and half and full firing inter- 
valometer will be capable of being procured as a separate adaption kit and be 
installed by tactical organization personnel prior to rocket mission. Specifica- 
tions for the ultimate version of the Aero 7D launcher including nonfrangible 
metal nose fairings will have satisfactory application with the F-105 aeft. 
Initial tests on the F—105 with the present Aero 74 equipped with latest available 
fairings are scheduled at Edwards AFB on or about WQT Feb. 57. A definite 
statement concerning application with the F—107 cannot be made at this time due 
to the absence of a firm requirement for external rocket installation. However 
this center has proposed to the F-107 weapon system project office that the 
Aero 7D launcher be carried on the outboard pylons. It is anticipated that the 
Aero 7D could have satisfactory application to the F-107 acft. The ultimate 
goal is the installation of the 38-round launcher presently under development 
by this center. Part three, past experience with launchers indicates that first 
article qualification testing should be conducted prior to production release. 
It is estimated that two successful firings would be minimum requirement. This 
center will require first-article qualification testing if the procurement action is 
accomplished by MIPR or direct with industry. The Navy has promised release 
of latest produce tion drawings on 11 Jan. 57. Drawings should be at this center 
on 12 Jan. 57. Immediate review will be made and preliminary sketches of the 
modified brace area will be prepared. The following items will then be for- 
warded on or about WQT Jan. 57: Modified Navy speci ications production draw- 
ings with sketches and for 444 will be included with provision for first-article 
testing. Tentatipe standard classification will be assigned to this interim 
launcher. Action has been taken to obtain the designation for the interim version 
of the Aero 7D with WADC and this information will be forwarded immediately 
upon receipt. Subsequent discussion with BuAer on this matter has indicated 
a desire on their part to coordinate the sway brace and electrical connector 
modifications for purpose of common use of Navy and Air Force. Copy of 
sketches and modified specifications are being forwarded BuAer under separate 
cover. 

(Signed) MEcHLING. 


General THurmMAN. Discussions occurred at Headquarters, Air Ma- 
teriel Command, among supply, procurement, and command personnel, 
as a result of which a decision was reached during the week of Jan- 
uary 13 that we would buy the Air Force version of the Aero 7-D 
launcher designated as the LAU-3A, rather than the MA-3 launcher. 
This recommendation was conveyed to Headquarters, USAF, and 
approval therefor was received on January 17, 1957. Information of 
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the approved decision was conveyed to this committee on January 18, 
1957. The same information was conveyed to Mr. Babbitt on that 
date. 

Mr. Ropackx. May I ask some questions before we proceed ? 

Mr. Houirrevp. Yes. 

Mr. Ronackx. What is the reference, General Thurman, on page 2 
of your statement just read, to the indication from the Air Force 
armament center that the launcher design being presented by Weather- 
head and Polan could not be recommended? Was this a new design ? 

General THurmMan. No; it was the final position of the armament 
center as a result of all of the tests they had made to that date. 

Mr. Rosack. Presumably, since it was under procurement, it was 
for Air Force use. Do we understand from this statement that at 
some time, about the time near when the decision to terminate was 
made, a new design or a redesign had been proposed ? 

General TutrmMan. No, sir. That telegram was intended, I believe, 
and so understood by the Air Materiel Command, to say that the 
Weatherhead and Polan people had reached the end of the road and 
we don’t think they can ever make it. 

Mr. Rorack. In other words, it wasn’t a matter of design. It was 
a matter of failure in production ¢ 

General TuHurmMan. I think it was both. The armament center is 
concerned with the engineering aspects of it. 

Mr. Rornack. You have another reference here, which was also a 
reference in your statement read yesterday, to the operational suit- 
ability of the Aero 7-D when used with the F-100. You also testified 
that the Aero 7-D, or the Air Force version of it, would not be ready 
at least for 13 months. Does it not follow that for that period of time 
you would have no rocket-firing capability with the F-100? 

General THurMAN. No, sir. 

Mr. Rosackx. Why does it not follow ? 

General THurMan. General Mechling, may I ask you to state what 
our rocket-firing capability of the F—100 is? 

General Mrcuiine. We have done some extensive testing with the 
MA-3 launcher with the F-100. The fairings, as they are now sup- 
plied and in stock, will crush and possibly tear off at a speed over a 
certain Mach number. 

This is not good quality, and we don’t like to have it, but it does not 
in itself make it unsafe to use the rocket launchers in the interim. 
We also definitely plotted out what a typical profile mission would 
be for an F-100 using these launchers, and we find that, if he makes 
the normal climb to altitude, and runs a mission of a certain length, 
normally he wouldn’t be getting above, on the way out, this speed at 
which these fairings crush or tear off. 

So we have taken the position that it is not a desirable type of 
situation, but it is the type of situation which the F—100 can be used in 
in case they have to be used with the existing launchers. 

Mr. Ropack. My question doesn’t go to the risk or the danger, if that 
it is, in using the launcher at speeds above a certain Mach number. 
It goes to the question of whether you can mount that launcher on the 
F-10090. 

General Mecritinc. Only with the adapters that we have gotten from 
North American. 
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Mr. Rosacx. What kind of adapters have you got from North 
American, and are they inventory items 

General Mecuuine. I haven’t got the stock position. I think it was 
onan yesterday. It is an adapter that was designed and built 
by North American, and it holds three MA-3 clusters. These are 
mounted on the bomb pylons of the F—-100 aircraft. 

Mr. Rosack. What is the unit cost of the North American adapters 
that you have purchased ? 

General Mecuuina. I haven’t got that. 

Mr. Suarp. I can answer that, gentlemen. We have received quanti- 
ties from production built by North American of this adapter. We 
also have further quantities on order, yet to be delivered, of this 
adapter. We have two contracts under which these adapters are being 
procured. The price on each contract varies, but the average contract 
price of these adapters is approximately $390 each. 

Mr. Rosack. What is the price of the launcher ? 

Mr. Suarp. The MA-3 launcher, sir? 

Mr. Ropack. The adapter is to be used with the MA-3 launcher. 

Mr. Suarp. I believe the contract price—Captain Thurman informs 
me that it was $36.62. 

Mr. Ropack. So you are using a $300 plus adapter for a $36 launcher. 
Is the procurement intended to conform to the inventory of MA—3’s? 
In other words, are you going to cover your present inventory which, 
as a matter of public record, has been 100,000—the only contract that 
has been made—do you intend to procure 100,000 adapters ? 

Mr. Suarpr. No, sir. We intend only to buy sufficient adapters to 
give us what we consider to be an interim capability, using the MA-3 
launcher. 

General THurman. Mr. Chairman, may I interject at this point? 
It is extremely difficult to talk about this thing and avoid security clas- 
sifications. We want to give complete and frank answers to the com- 
mittee, but if we feel that the question asked will call for classified 
information, may we say so? 

Mr. Houtrrmip. Youcertainly may on every occasion. But the chair- 
man will ask you to make a firm determination in your own mind 
that it is a matter of security and not a matter already of public 
record in the way of information. 

I think your production of these launchers is pretty well known, 
the number of launchers you have and so forth, and the price that you 
pay for these adapters is certainly not a matter of security. 

General Tourman. The price certainly is not. 

General Mecuiine. There are two aspects on this. In the first 
place, each adapter serves for three launchers. In the second place, 
it is never by the wildest stretch of the imagination envisaged that 
all 100,000—if that is the figure—launchers be used on the F-100. We 
have many other fighter-bomber aircraft currently in the inventory 
which can use this launcher, and which it was really built for and 
bought for, that have the racks specifically for this 5-inch rocket 
and thereby takes the MA-—3 launcher. 

This makes a considerable difference in the mathematics involved 
in this particular situation. 

Mr. Ropack. What was the nature of that procurement? Was that 
a negotiated procurement of a proprietary item? 

94005—57——17 
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Mr. Suarp. You are speaking of the adapter, sir? 

Mr. Roszack. Of the adapter. 

Mr. Suarr. That item was designed—the adapters I am referring 
to—by North American Aircraft, and the manner of procurement was 
the same as we would buy any item which North America would 
design, to be used with the F-100 type aircraft, and was bought 
concurrently with the production aircraft. 

Mr. Rozack. Information was conveyed to the committee I believe 
in Mr. Babbitt’s testimony of Century Industries Corp., that they 
had offered an adapter for the Air Force, an all-purpose adapter— 
at a unit price of $4.69. 

Can you enlighten us or give your comments on that testimony ? 

Mr. Suarp. I would like to defer that question, Mr. Roback to one 
of the individuals from the Air Force Armament Center who can 
explain the differences technically between the adapter which costs 
roughly $390, as opposed to this adapter that Mr. Babbitt has 
referred to. 

General THurman. General Mechling. 

General Mrcuurne. I can lead into this problem. The adapter 
which was proposed by Century Industries, as I understand it, allowed 
you to put one 7-round launcher on a bomb pylon. The normal load 
then for the F-100 would be—if you only carry these outboard bomb 
pylons—two 7-round launchers. Two 7-round launcher is not an 
acceptable combat load for the F-100 aircraft. 

We can’t afford to send aircraft into combat without having more 
of a striking capability than that. 

This is the basic facet of the problem. The details of what the 
two launchers consist of, I have technical people that can explain 
that if you want to go into that. 

Mr. Houtrrecp. Your testimony roughly is that the $4.69 adapter 
would take care of 14 rocket loads, and the $390 adapter would take 
care of 19 rockets 

General Mrecuurna. Forty-two. Twenty-one for each side. 

Mr. Ho.trtetp. Twenty-one for each side, and the other one would 
be fourteen for each side? 

General Mrecniine. No, seven for each side. It is a 3 to 1 increase 
in the fire effectiveness of the aircraft. And counting what it costs 
to get an aircraft into the air for combat purposes, the people making 
the decision thought this was the right thing to do and I think they 
are right. 

Mr. Rosacx. What were the circumstances under which the pro- 
curement of 100,000 of those low-cost adapters was made and then it 
was decided not to do it? What were the circumstances? 

General Mrecuttne. I know nothing of that. 

General THurman. I am not aware of any such intended procure- 
ment problem, Captain Thurman, are you? 

Captain THurMAN. There again I have no personal knowledge of 
this, but it is my understanding that during the life of Mr. Babbitt’s 
contract for the MA-3 launchers he was approached relative to 
adapter kits. 

However, to my knowledge they were never procured, apparently 
for engineering reasons. I am sure the design of this item and the 
capability of the F-100 had a lot to do with that decision. 
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But to my knowledge no definitive PR or definitive data, with 
which to buy it, was ever furnished the buying division. 

I think they did contact Mr. Babbitt. I don’t know whether the 
buyer went to Century Industries or the contract officer at that time, 
about a kit. I do not know the particulars. 

Mr. Ho.trretp. Was there an identification given to this particular 
adapter ¢ 

Captain THurMAN. I can’t say, sir. Perhaps there was. 

General THurMAN. Perhaps Mr. Balch knows the answer to that. 
Mr. Balch, do you know the answer to that? 

Mr. Batcu. No, sir; I don’t know the particulars. I know there 
was no nomenclature assigned to this item as there might be if there 
were—if there were impending procurement. This would be a re- 
quirement of the procurement data, to get the nomenclature, type 
number, and that sort of thing. 

To the best of my knowledge, this information was never established, 
and is an indication of the lack of final procurement. 

Mr. Ho.irrevp. Was this adapter of North American only for the 
one plane—the F-100? 

Mr. Batcu. That is correct. 

Mr. Houirreip. Was the Century Industries’ adapter for all planes? 

Mr. Baucu. It would fit on any aircraft which had a bomb-rack type 
of mounting; that is correct. As was stated, the carrying of 1 cluster 
of 7 rockets on a bomb rack which was normally designed to carry 
somewhere between 2,000 and 5,000 pounds, was not an economical 
payload of the thing. It would increase the capability of the air- 
plane to defeat ground targets by this number of 14 rockets on it. 

Mr. Ropack. I may say, Mr. Chairman, that the file documents 
which we have some difficulty in assembling, reflect to some extent, I 
think, the status of that. We will get that later. 

General Thurman has several other comments before we proceed. 
I suggest he present those for the record. 

Mr. Lirscoms. Mr. Chairman, before we proceed to another sub- 
ject, I would like to refer back to the memorandum from which the 
general was reading. 

General THurMAN. May I apologize to the committee, incidentally, 
for not having more copies of this thing. We just simply didn’t have 
time to get them made. 

Mr. Houtrrevp, That is all right, General. 

Mr. Lirescoms. I would like to refer to page 3 where it is stated 
that on November 19 you instructed the buying division to initiate 
negotiations with Century Industries. Then, page 4, you state that 
the buying activity initiated discussions with Mr. Babbitt on Novem- 
ber 21, and you do not explain any of the details regarding the nego- 
tiations. It was just kind of left out. 

Are you going to submit—or can you submit—a memorandum or 
furnish the details of what transpired on November 21 ? 

General THurman. I think we can tell the committee—I will ask 
Captain Thurman to amplify my statements if need be. I think the 
first contact was made with Mr. Babbitt by telephone on the “Ist of 
November. There was a subsequent conversation in Dayton, followed 
by a proposal submitted by Mr. Babbitt. 

It was after this proposal, I think, was submitted, or about the 
time, that this trip was made to the Navy installation, at which time 
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it was decided we would hold up on any more negotiation until we 
came to a decision as to which course of action we would follow. 

Mr. Houtrrecp. You said November 21. Did you mean November 
6—your first contact with him ? 

eneral THurMAN. No,sir. My first contact with Mr. Babbitt was 

before we ever terminated the other two contracts, and was for the 
purpose, as expressed by Mr. Babbitt and as expressed in my state- 
ment, of finding if he was still capable of producing. 

Mr. Ho.irietp. I was going from memory. I thought Mr. Bab- 
bitt’s statement said that you telephoned him on November 6. 

General THurMAN. It was the 5th or 6th, or about that time. 

He came to my office on the 8th. I probably called him on the 6th. 

Mr. Houirirecp. Your reference to November 21, then, was a 
different 

General TuHurman. A different contact, yes. As I said, when I 
talked with Mr. Babbitt early in November, it was for the purpose of 
finding out if he was capable of producing and to get some notion as 
to what he thought his price might be. 

It was not a negotiation. 

Mr. Lirscoms. The reason I am asking this question at this time, 
Mr. Chairman, is that it would appear from Mr. Babbitt’s statement 
that when he was called back to Dayton on November 20 and for a 
subsequent conference on November 21, he was led to believe that he 
should go ahead and start initiating action in order to get prepared 
to do this production work. 

It is my understanding that the Air Force delay in notifying Mr. 
Babbitt is what caused him to spend the sum of, I believe, $200,000, 
which he considers lost at this particular time. 1 would like to know 
the nature of the negotiations that led Mr. Babbitt to believe, on 
November 21, that you were going to proceed with this purchase. If 
you did not intend to go ahead with the purchase, what is your pro- 
cedure with business people in letting them know that you have no 
intention to negotiate? How long do they have to wait, and what 
methods do you use ? 

General Tourman. Captain Thurman, I believe, had those discus- 
sions with Mr. Babbitt. May I ask him to comment on that, Mr. 
Lipscomb ? : 

Captain THurman. I called Mr. Babbitt, as I recall, around the 
19th or the 20th of November, and I asked him if he could come to 
AMC to discuss delivery schedules, and so forth, should we award him 
a contract. 

In this meeting with Mr. Gabel, the buyer, Mr. John Gibbs, m 
Deputy Chief, and I, we discussed, if I recall correctly, Mr. Babbitt’s 
delivery potentials and scheduling. He pointed out subsequently that 
he needed a contract, if I recall the dates, by December 10, if he was 
to meet the delivery schedule. 

We discussed types of contracts, and Mr. Babbitt thought at the 
time that he would like a redeterminable contract, and we too thought 
that was a good idea. 

We asked him, of course, that he study the matter further, for it 
was certainly subject to further negotiations. At that time, we were 
discussing target prices and ceiling prices. Mr. Babbitt stated his 
best estimate at that time because in his opinion and because of his 
recent knowledge of market fluctuations relative to materials and 
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parts, he could not commit himself, nor did we ask him to. We did, 
of course, ask him to investigate this. 

Mr. Houtrirevp. Did you consider that Mr. Babbitt took a proper 
attitude toward the proposed procurement in that he was willing to 
rest his contract upon renegotiation and upon a probable lesser cost in 
case the materials went down, and so forth ¢ 

Captain Tuourman. Oh, yes; I neglected that point. 

Mr. Ho irretp. In other words, he made no attempt to take advan- 
tage of the fact that he was a sole supplier ? 

Captain Tuurman. No, sir; he did not. All of our relationships 
as far as I am concerned were very fine, and I think we understood 
each other perfectly. He did state it was his desire, should a contract 
be awarded him, to decrease the unit price through improved pro- 
duction techniques which he had developed. 

I was glad to hear this as I am sure anyone would be. 

Mr. Ho.trretp. He was willing to give the Air Force the benefit 
of that in renegotiation. 

Captain Tourman. Absolutely. I think that is true. 

However, if I recall, I think I was very specific with Mr. Babbitt. 
I told him, “Please bear in mind that this does not constitute an obli- 
gation on your part or my part,” and I dictated a memorandum, I 
think, at that time, of which I gave him a copy. 

Mr. Ropsack. Did you want deliveries in 45 days? There was 
some kind of an assurance sought, at least it was given, and it was 
given within a context of urgency that there ought to be deliveries 
within 45 days. 

You were aware, were you not, that that would require some kind 
of action on the part—— 

General THurman. Mr. Roback, may I answer that? When I first 
talked with Mr. Babbitt, I asked him how soon after an award of 
contract he could begin deliveries.. He told me 45 days. So the 
discussions were based on that. 

Mr. Rosack. However, the sense of your testimony yesterday was, 
was it not, that you were negotiating or discussing, rather, these mat- 
ters with Century Industries with the possible expectation that you 
would go ahead with that procurement ? 

General Trurman. At the time I had these discussions with Mr. 
Babbitt, which were in no sense a negotiation, we had not fully com- 
pleted the Weatherhead and Polan tests. I felt at that time that 
they were pretty well done for, and that the tests remaining to be 
accomplished would not be successful. 

I was simply attempting to find out whether we did have a capable 
producer. 

It was in no sense a negotiation. 

Mr. Rosacx. From the information which you submitted alon 
with the statement you read here, your conference with Weatherhead 
and Polan, as I hastily read it, came to this: Mr. Weatherhead said 
in effect, “We are bowing out.” “We are bowing out because we can’t 
produce this thing and the world situation looks pretty dubious.” 

I am not trying to quote him. I am trying to give the sense of the 
thing. Mr. Lipscomb has that document. 

So the sentiment on the part of the producer was that “We have 
been in this thing a long time. We are not trying to go ahead because 
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you may need these rockets and you should try to get them the best 
way you can—these rocket launchers.” 
eneral THuRMAN. He felt that way. 

Mr. Rosacx. The Air Force didn’t contradict that sentiment? 

General THurman. No, sir. 

Captain THurman. Mr. Roback, may I for your information, direct 
your attention to attachment 2, of the General’s opening statement 
today, which is a copy of my memorandum. 

Mr. Lirscoms. Does the General want to repeat that statement ? 

Captain THurman. It is exhibit 2, I think, to General Thurman’s 
opening statement. 

Mr. Liescoms. Exhibit 2 has to do with the November 25 trip, as I 
understand it. 

Captain THurman. Is that not the one? Iam sorry. I thought 
it was attached. 

General THurman. That is not correct. 

Mr. Minsratyu. Mr. Chairman? 

Mr. Houtrietp. Mr. Minshall. 

Mr. Minsuau. General, yesterday we discussed many facets of this 
rocket deal with the Weatherhead people. I am just wondering, isn’t 
one of the reasons you pursued that particular type of rocket as long 
as you did because it had a eee, oct we you could use it in 
the Navy and also the NATO countries could use it as well without 
any adapters? 

General TuHurMaN. Sir, I don’t know about the Navy. I do know 
that they are buying the 19-round launcher. This was a 7-round 
launcher. So presumably, they would rather have a 19 than a 7. 

Mr. Sharp, you know more about the supply situation than I do. 
Would you comment about the NATO aspect of it ? 

Mr. Suarp. I can say this, Mr. Minshall, that we call it the mutual 
aid program countries, rather than NATO because there is more than 
NATO involved. They have the type of aircraft that can use and 
hang the MA-3 launchers directly to this 3-point suspension system, 
or the 5-inch HVAR system, which are synonymous, without the use 
of an adapter. The MA-3 launcher then can be used directly on those 
aircraft. 

Mr. Minsuatt. I was just merely trying to justify my own thinking, 
for the reason you pursued this program as long as you did before 
canceling out on it. I thought that was one of the factors perhaps 
that maybe made you do what you did. 

General THurMAN. Sir, we pursued the program primarily because 
we were trying to get rocket launchers. It is our intent to get the best 
equipment that we can, and sometimes as we go along with one type 
of thing, a better thing will become available. Subject to considera- 
tions of economy and the degree of improvement, we try to keep our 
combat capability as high as possible. 

These 19-round launchers that we are talking about now, we are 
talking about using as of the moment in relation to the F-100, the 
F-105, the F-107 possibly, if that should come into inventory. 

‘ I am sorry, I just cant’ make a statement about the Navy. I don’t 
now. 

Mr. MrnsHatu. Of course you knew about the Weatherhead Co. 
in Cleveland before this contract was awarded, and you know their 
reputation for always doing a good job. I think that is one thing, 
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isn’t it, that entered into it, was Mr. Weatherhead’s desire not to fall 
down and fail on this particular problem, that they carried on as 
long as they did ? 

General THurMAN. Sir, the Weatherhead Co. has been a very good 
producer for the Air Force. They have done good production work. 
We thought they could do it, else we never would have awarded the 
contract to them. 

Mr. Houitrrevp. I think to be perfectly fair with the Air Force, the 
Weatherhead Co. had a lower bid and you were justified in going 
ahead and working with them because their bid was lower. 

General THurman. That is perfectly true, Mr. Chairman, but the 
Air Force—and I believe the Armed Service Procurement Act, not 
only justifies but authorizes awards to the lowest responsible bidder. 
If the lowest bidder, in our opinion, is not capable of producing, we 
are not forced to grant an award to such a firm. 

There are two factors we consider the price, and capability. 

Mr. Hortrrerp. What I was trying to bring out was that Weather- 
head was a responsible company Tommie They are a big operator. 
They have other defense contracts, and you were perfectly justified in 
thinking that they would come through. 

General THurmMaNn. Yes, sir, we thought so. 

Mr. Ho.irretp. Under the lower bid provision, you were perfectly 
within your rights to persist in trying to get production from them for 
at least a certain length of time. I don’t think this committee even 
wants to pass judgment on the time element, because I think that is 
your responsibility that you didn’t stay with it. 

The fact that Weatherhead spent $673,000, according to this list 
here, trying to come up with an acceptable item, shows that they were 
in good faith trying to do the job. 

General THurMAN. They certainly were, Mr. Chairman. Every 
indication we had showed that they were. 

Mr. Houtrrevp. I would not want this committee’s investigation to 
reflect upon Weatherhead as a company. I certainly would not want 
that to be considered. 

General THurman. They worked their hearts out on this thing. 

Mr. Hortrreip. But the net result was they couldn’t produce the 
item. 

General THurMANn. That is correct. 

Mr. Marsnatu. The main reason they couldn’t product the item, 
General, was that there was a discrepancy in the drawings and the 
specifications ? 

General THurMAN. Sir, that is the reason they give. 

Mr. Minsnauyi. Do you know who furnished the drawings and who 
furnished the specifications ? 

General THurman. They are furnished to the Weatherhead people 
by the Air Force. 

Mr. Minsuaryi. The Century Engineering Co. had nothing to do 
with either one. 

General TuurmMan. When we bought 100,000 launchers from Cen- 
tury Industries, we also bought technical data. Century industries 
gave us reproducible drawings. Those drawings reproduced from 
those reproducibles were given to the bidders on the procurement of 
which Weatherhead was the winner. 
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So the drawings that were used were Century Industries’ drawings. 

I am correct in that, am I not? The drawings used were Century 
Industries’ drawings ? 

Mr. Lanstna. That is correct ; yes, sir. 

Mr. Hottrterp. And they were the same drawings that Century 
Industries had produced satisfactory items from. 

General Tuurman. Presumably, sir. I am not qualified to answer 
that. 

Mr. Horirrerp. Wait a minute. You know they were photostatic 
copies or reproduced copies of the dr: awings. 

General Tv RMAN. The reason I say “presumably,” ” Mr. Chairman, 
is that I don’t know what drawings Century Industries used to pro- 
duce their launchers. These are the drawings they furnished to the 
Air Force. We assumed that they are the same. 

Mr. Ropackx. The Air Force assumed, Mr. Chairman, on the basis 
of those drawings, another company could produce, and later the 
company said the specifications or the drawings were defective in that 
they didn’t have sufficient information. That goes back to the prob- 
lem discussed as to what Century Industries under contract was sup- 
posed to give to the Air Force. This matter was discussed yesterday. 
I don’t think there are any more questions about it, but that is the 
situation. 

Mr. Morean. Mr. Chairman, I have here a wire in the Weatherhead 
contract file. It appears to be from the Air Force Armament Center 
at Eglin. It stated to the effect that testing conducted at that estab- 
lishment indicates failure of test items was due primarily to material 
used by contractor in the launcher and not the basic design. 

T would like General Mechling to identify this. We can insert 
the entire wire, if you like. 

General Mecuirne. I think that is one of the enclosures—— 

General Tourman. No, I don’t think so. 

Mr. Morean. Will you give us the date and the identifying data 
off that, General ? 

Mr. Rorack. That information, General, as it is recorded there, 
throws a different light completely on the question of whether you 
should have used the default termination, because you advanced as 
one of the reasons for not exercising default, defectiveness in speci- 
fications. 

General THurman. That I don’t believe is quite correct, sir. I 
took the position or I stated that the contractor’s position was that 
the specifications were faulty. I don’t believe I ever said that the 
Air Force acknowledged that they were faulty. We don’t today. 

Mr. Rozack. In other words, you were evaluating the assertion of 
the contractor in making your own decision as to whether your 
default would stand if it were appealed ? 

General THourman. Among other factors; yes, sir. 

General Mrecurina. It is stamped August 10, 1956. It is from the 
Armament Center to AMC. This is essentially a technical type of 
statement which was fairly early in the qualification test of the first 
items that were submitted by Weatherhead. 


Reference this contract Weatherhead Co., contractor support test by this 
center of the MA-3 2.75-inch rocket launcher samples submitted by Weatherhead 
indicate failure of test item is due primarily to material used by contractor in 
launcher and not to basic design. This center requests that the materiel labora- 
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tory WADC be contacted to coordinate on further modification of said launcher 
prior to production by contractor. Samples of previous launchers available at 


this center for study. 

This is the type of technical work that goes on when we are involved 
in a situation like this, and as far as the adherence to the drawings 
themselves, the checks we made indicate that the sample was reason- 
ably close, but there were some material problems which we are still 
having trouble with. 

This was by no means the end of the line. They kept on trying to 
do something about this until their contract was terminated. 

Mr. Mrinsuauu. As a matter of fact, General, I notice this report 
of test data on Century Industries, you had difficulty with some of 
their launchers—considerable of them. 

General Mrecuiine. We give exactly this same type of service— 
once a contract is let, we give exactly this same type of service which 
is a part of our mission. It is the engineering support we give to 
AMC, and in turn we use the rest of the laboratories available to us 
to support us in it. 

Mr. Rosack. I don’t think there was any question raised about 
the performance of the Armament Center in this thing. It went to 
the question whether the material or the design specifications were 
incorrect, 

General Mrecuuine. At this stage of the game, this was the best 
opinion we had as to the situation. 

Mr. Hottrrerp. That was 9 months after you let the contract, 
approximately. 

General Mecuurne. I didn’t let the contract. I was only testing it. 

Mr. Hottrrerp. When I say “you,” I should have said the “Air 
Force. 

General Mrecuutinea. It was fairly early in our participation in the 
qualification of the test items. 

Mr. Rorsacx. Mr. Chairman, so that we understand this proprie- 
tary issue better—it is somewhat confusing—may I ask a few questions 
on that point ? 

Mr. Houtrrevp. Go ahead. 

Mr. Rosack. It was testified here yesterday, and it was reflected in 
documents of the Air Force, that when this contract was let with 
Century, the terms of the contract gave the Air Force the right to 
distribute these specifications to prospective bidders, and the control- 
ling item in the contract appears to be subsection (d) of paragraph 43 
under the caption of “Patent rights.” 

The substance of that paragraph is that the contractor grants the 
Government the right to reproduce and use for governmental purposes 
any of the reports, -drawi ings, blueprints, data, and technical informa- 
tion specified to be delivered, et cetera, but it does not grant any right 
to reproduce anything else called for by this contrac t. 

This contract called for the production of 100,000 launchers, and 
the question at issue, Mr. Chairman, is whether, since this is a specific 
bar to reproducing anything else but the drawings, et cetera, whether 
the Government had the right to allow a prospective bidder to utilize 
these drawings for the purpose of production. 

I would like to get the Air Force observation on that. Do you have 
your legal advisers ? 
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Mr. Wesse.tnk. I can give you the Air Force observation on that. 
It is the position of the Secretary of the Defense Department that 
under that particular article—and that is the specific article which 
we rely upon as giving us the right to use the drawings for the purpose 
of reprocuring the item from another source. 

I may state this at once, that there are many industry people who 
disagree with us. 

Mr. Rozackx. What is the meaning of this term in the contract which, 
after all is a Government-formulated document. ? 

Mr. Wessetinx. It so happens that the Defense Department tells 
me that that is industry language, and that we didn’t put it in there, 
but nobody in the Air Force or anybody else is particularly sure 
what it does mean. 

As I say, the best I can say to you, Mr. Roback, is that there is a 
dispute as to what that means. The Secretary of Defense Office and 
the legal people have taken the position that under that particular 
clause, despite what it says there and what you asked me about what 
it means, that that is our position that it gives us the right to reproduce 
and we are reproducing the drawings for the purpose of reprocuring 
the item under all circumstances. 

Mr. Rosack. I asked yesterday whether or not that issue was left 
hanging in the air. You have, in effect, said that the people in the 
Air Force do not really clearly know what it means. 

If that isn’t hanging in the air, I want to know what it means. 

Mr. Wesseink. I say that we claim that that does mean we can 
use the drawings for governmental purposes, and that those words 
do not mean that we cannot reproduce the item, so to speak, that is 
the subject matter of the particular invention or proprietary right. 

Mr. Rorack. Is it not a fact that the position of the Air Force really 
is not based upon this paragraph, but is based upon the contention 
that when the Navy procured the Aero 6A that the Air Force by virtue 
of a successor development purchased the rights to the MA-3? 

Mr. Wessetink. That would be also under the same type of article, 
Mr. Roback, and although I didn’t write the opinions on this par- 
ticular subject, those opinions were written by the staff judge advocate 
at Wright Field, and it is my recollection that both of those opinions 
which were rendered by the judge advocate’s officer were introduced 
at the time of the hearing by the Hébert committee. I believe that 
was introduced at that time. 

That is another argument, as I remember, although I have no clear 
recollection about that—that part of the basis of our right to use these 
particular drawings is what you have just stated in connection with 
the prior procurement. 

Mr. Rorack. Do you see any distinction or difference in the argu- 
ment between the staff judge advocate as to the succession of rights 
from Aero 6A and the position as to what the meaning of this para- 
graph is? 

Mr. Wessetink. Mr. Roback, until I have those opinions before 
me, I am unable to tell you, because I don’t have them. If the com- 
mittee wants me to express an opinion on that after I have seen the 
judge advocate’s opinion and the interpretation of that clause, I will 
be very happy to do so. 

Mr. Ho.trtevp. I don’t think the committee can settle this con- 
troversy. 
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Mr. Wessetink. It has been running on for years. 

Mr. Ho .irrevp. It is a controversy between the industry and the 
Air Force. 

Mr. Rogack. I am trying to get the position of the Air Force into 
the record so we can understand it. 

Mr. Hottrrevp. Your position is you are going ahead and doing it 
regardless of that section. You are interpreting it to allow you to go 
ahead. That is your position ? 

Mr. Wesseinxk. That is our position. As I say, we can argue about 
whether what that means is that or not. It is our position that it is 
right. Industry takes one position on it and we have taken another, 
and there is a Defense Department opinion on it—I think it was about 
3 years ago—on which that specific matter was gone into. I can fur- 
nish that opinion to this committee. 

Mr. Hoxtrreip. You say if industry is dissatisfied with it, let them 

take it to court and prove ‘their position. 

Mr. Wessetinx. That is correct. 

Mr. Hottrretp. Mr. Lipscomb. 

Mr. Liscoms. Mr. Chairman, I would like to refer back to the meet- 
ing between Mr. Babbitt and Captain Thurman on the 21st of Novem- 
ber 1956. 

I wonder if the captain could tell us what kind of buying activity 

was initiated in these dicussions with Mr. Babbitt ? 

Captain THurman. Sir, I am not sure I understand your question, 
what kind of buying activity ? 

Mr. Lirscoms. In General Thurman’s statement, he says “The 
buying activity initiated discussions with Mr. Babbitt on’ Novem- 
ber 21.” 

General Tuurman. I will be glad to answer that, Mr. Lipscomb. 
I meant by that the organizational entity charged with the responsi- 
bility for buying, which was the Aeronautical Equipment Division. 
That is what I meant by buying activity. 

Mr. Lirscoms. What was the outcome of the discussion with Mr. 
Babbitt on the 21st of November ? 

Captain TuHurman. Would you be more specific, sir? Outcome in 
what relation ? 

Mr. Liescoms. What was decided at the 21st of November meeting ? 

Captain Tuurman. Nothing was decided, sir. 

Mr. Lrescoms. I am still concerned with the procedure followed 
by the buying agents of the Government 1 in working with small busi- 
ness people. In ‘this cas the testimony of Mr. Bab- 
bitt—he somehow or other got the idea there was an urgency in this 
situation—45 days delivery. 

He went back to his plant, put on employees, started procuring 
materials and other things, to the extent of $200,000. 

I want to know what happened that gave him that idea. 

Captain THurman. In that meeting, as I said before, my deputy 
chief and my buyer were also present. I specifically asked Mr. Bab- 
bitt not to incur any costs because this constituted only a proposal 
on his part and not a commitment by either party. 

I in no way led Mr. Babbitt to believe that I had authority to write 
a contract. It was a proposal. I did ask him for a proposal; yes. 
We do that every day with contractors. 
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Mr. Lirscoms. Was there discussion on that day of a 45-day deliv- 
ery schedule? 

Captain THurmMan. Yes; there was. I think General Thurman 
has explained that previously. 

Mr. Liescoms. According to the testimony given by Mr. Babbitt, 
on the 23d of November he received a telegram officially inviting him 
to submit a proposal. 

Captain THurMAN. Sir, this is the administrative procedure we 
follow. For instance, if I talk to someone verbally, I am bound 
administratively to cover that conversation with a form letter we 
submit to contractors from whom we are requesting a proposal. 

I told Mr. Babbitt I would send him this letter. I did. It con- 
stituted a request for a proposal. It just confirmed my verbal request 
for a proposal. 

Mr. Lirscoms. Have you any idea how Mr. Babbitt got the idea 
that there was a great urgency in this case? 

Captain Trurman. Well, I think had we decided to buy the MA-3 
launcher, this no doubt would have been true. But considering all 
other circumstances, we are buying another launcher for that require- 
ment. 

Of course I do not, as you know, calculate the requirements. 

Mr. Lipescoms. I understood there was a 45-day delivery schedule 
on here. What consideration do you give to the producer when he 
has to tool up his plant and and get ready to go on your contract ? 

Captain THurman. As I explained to Mr. Babbitt, sir, this was 
subject to further negotiation. 

General TuurMAN. May I interjecta moment? Mr. Lipscomb, that 
45-day period was the period that Mr. Babbitt said he thought he 
could begin deliveries. It was 45 days after the award of a contract, 
if one should ever be awarded. 

It was a contingent 45-day period to begin running when, as, and 
if the contract was let, rather than 45 days of any specific period of 
time. 

Do I make myself clear ? 

Mr. Houtrretp. I am going to read to you two paragraphs from 
Mr. Babbitt’s statement and ask you to comment upon them as to 
whether they represent a fair understanding on his part after his 
conversations with you, or whether you think that he was completely 
deluded as to your intent. 

He said on page 5 of his statement: 

The Air Force was extremely anxious to get started with production of launch- 
ers. Captain Thurman—not to be confused with General Thurman—called me 
at home from Dayton on November 20, 1956—7 a. m.—and said there was an 
urgent need for these launchers in view of the cancellation of the Weatherhead- 


Polan contract. He said he was under instructions to call me and to complete 
negotiations with all possible speed. 





This, I think, applies to you, Captain. 
Captain THurMAN. Yes; it does, sir. 
Mr. Hovtrrevp (reading) : 


Captain Thurman then asked if I could possibly get to Dayton on Wednesday, 
November 21, 1956, since Thursday was Thanksgiving Day, and he was scheduled 
to take a holiday. He wanted to complete negotiations by the close of business, 
Wednesday, November 21. 
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Do you think that Mr. Babbitt was justified in coming to those 
conclusions and in making that statement about the urgency of this 
matter ? 

Captain TuHurman. Sir, I didn’t state it in exactly those terms. I 
am sorry if Mr. Babbitt misunderstood me. 

Mr. Ho.trrevp. This isn’t a quote. This is a statement of Mr. Bab- 
bitt’s. He gives it in narrative form. He said: 

Captain Thurman then asked if I could possibly get to Dayton on Wednesday, 
November 21, 1956, since Thursday was Thanksgiving Day, and he was scheduled 
to take a holiday. 

Did you say anything of that nature? 

Captain THURMAN. ‘Yes. May I explain, please ? 

Mr. Houirietp. Yes; please. 

Captain Tuurman. I did call Mr. Babbitt, and it was 7 o’clock in 
the morning his time—which, as you know, was later my time. I 
asked him if he could be there on W ednesday, because the subsequent 
day was Thanksgiving and I, like a lot of other people 

Mr. Houtrtecp. What day was this you called him? On November 
20, wasn’t it 

Captain THurMan. It was the 20th—I called him either the 19th 
or the 20th. 

Mr. Howtrievp. You called him on the 20th, so he says here, 7 a. m. 
You asked him if he could be there on November 21 ? 

Captain THurMAN. I did; yes, sir. 

ae Houtrrevp. In other words, catch the first plane back. 

Captain THurman. I asked him if it was practical for him to be 
there on Wednesday, and I did say 

Mr. Houtrreip. And he told you he would? 

Captain Tuurman. Yes, sir; and he came. He was there the next 
morning. 

Mr. Houirrevp. Mr. Babbitt further states: 


He wanted to complete negotiations by the close of business, Wednesday, 
November 21. 








Was he justified in thinking that you wanted him to come on 
Wednesday and that you w anted to complete negotiations so that you 
could go on your holiday ¢ 

Captain Tuurman. Sir, I didn’t say complete negotiations, to my 
knowledge. 

Mr. Houtrietp. Was he justified? I am not asking you if you prom- 
ised him you would complete negotiations. Was he justified in the 
assumption that you wanted to complete negotiations, that you wan‘ed 
him there the next day and that you wanted him there for the purpose 
of negotiating, and then you were going away on Thursday for you. 
holiday ? 

I am not complaining. You are entitled to Thanksgiving the sav 
as Iam. But if you didn’t intend to complete your ‘negotiations ol 
Wednesday, why didn’t you wait until after the holiday and have hii 
in on Friday or on the next Monday ? 

General THurman. Sir, may I interpolate there—— 

Mr. Ho trtevp. I would just like to know 

General THurman. I think I would probably know the answer 
better. 
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Mr. Houtrievp. I would rather have the captain answer this because 
the captain was on the telephone talking to Mr. Babbitt. You wanted 
him there on Wednesday because you were going away on Thursday. 
You wanted him there for a purpose. 

Was it just to talk over the situation and then have him go back 
to California and come back after your holiday some other time and 
talk to you again ? 

Captain THurman. No, sir. As I said, the discussion which I pro- 
posed to hold with Mr. Babbitt involved AMC people. The same 
would have been true no matter what the circumstances, yet Thursday 
being a holiday, many AMC people take leave on the subsequent 
Friday. 

Mr. Houirrevp. That’s right. 

Captain THurMaAN. It was more convenient in terms of the situa- 
tion, at that time, to discuss it on Wednesday prior to the holiday 
weekend if possible. 

I asked Mr. Babbitt if it were possible for him to be there on 
Wednesday. 

Mr. Houtrtetp. And he said it was? 

Captain THurman. Yes, he did. With that, I thought no more 
about it. 

Mr. Houtrrevp. But you didn’t have any idea of completing nego- 
tiations on Wednesday. You just wanted to talk to him on Wednes- 
day because Thursday was a holiday? And you didn’t mind some 
small-business man coming from Los Angeles back there to talk to you 
on Wednesday. Then he could go back to California and he could 
come back on the following week after you folks got back from your 
holiday and continue to talk about this matter. 

There was no sense of urgency conveyed on your part for his ap- 
pearance on Wednesday other than that Thursday was a holiday and 
you wanted to talk to him on Wednesday. Is that right? 

Captain THurMan. No; I didn’t say there was no sense of urgency. 

Mr. Ho.irrerp. Then there was a sense of urgency ? 

Captain THurman. Perhaps I led Mr. Babbitt to believe that. But 
T asked him if it was convenient for him to come on Wednesday in lieu 
of the subsequent Monday. 

Mr. Hotirieip. Did you expect when he came on Wednesday to come 
to any completion of negotiations or any meeting of minds, or was it 
for further exploration ? 

Captain THurmMan. It was for further exploration of Mr. Babbitt’s 
capability and to give me data relative to prices, availability of ma- 
terials, and things of this nature. 

Mr. Honirievp. All right. Now I want to read on a little further. 
If Mr. Babbit has the wrong impression, I want you to say so because 
it is possible for anybody to get a wrong impression. 

He says: 

I quickly made plane reservations and was able to reach Dayton at 9:30 
a.m. on Wednesday. At 11 a. m. I met with Captain Thurman and his staff. 
He impressed upon me the urgency of the situation and requested that I prepare 
a formal proposal incorporating all the discussions we had as well as what 
assistance in the way of material priorities, shipping instructions, ete., would 
be expected from the Air Force in getting deliveries started by February 15, 1957. 

Was he justified in taking that position ? 

Captain THurman. Let me explain this. Mr. Babbitt in the dis- 
cussion of this told me if he was to meet the delivery schedule he dis- 
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cussed previously with General Thurman, he would have to have a 
contract within 10 days. This was in terms of the delivery schedule, 
the 45-day schedule. 

Mr. Horirteip. You didn’t tell Mr. Babbitt, “Well, we are not par- 
ticularly concerned about the delivery schedule. We don’t want it in 
45 days. What is your hurry, Mr. Babbitt?” or anything like that? 
You let Mr. Babbitt believe you wanted those deliveries in 45 days, 
did you not? 

Captain THurman. Sir 

General THurMan. Sir, Captain Thurman was acting under my 
instructions. May I make some comment on that? 

Mr. Houtrtevp. I understand that, but Mr. Babbitt was dealing with 
Captain Thurman now. He is a small-business man. He comes back 
here. You have designated Captain Thurman to deal with him and 
negotiate with him. 

So he is dealing with a man that you assigned. He got certain im- 
mee He got enough of an impression out of it that he went 

ack and spent $200,000. Maybe it was the wrong impression that he 
got. It appears that it was. 

But I am just exploring what Mr. Babbitt has said here under oath 
and wondering how he got this impression of urgency when the im- 
pe that I have been given by all of the Air Force testimony has 

een that you were just negotiating and talking about this matter, 
in kind of an idle fashion 

Captain Tuurman. No, sir. 

Mr. Ho.trievp. All right, now let’s go on. Did you answer that 
last question? Let me read it to you again. 1 think this is very 
pertinent. 








He impressed upon me— 
speaking of you— 
the urgency of the situation and requested that I prepare a formal proposal 
incorporating all the discussions we had as well as what assistance in the way 
of material priorities, shipping instructions, et cetera, would be expected from 
the Air Force in getting deliveries started by February 15, 1957. 

Did you ask him to prepare a formal proposal at that time, in- 
cluding these matters that you had talked over with him? 

Captain THurman. Mr. Chairman, again I would like 

Mr. Hourrtetp. Will you please answer that? Did you? Iam anxi- 
ous to find out if that is a true statement. 

Captain THurMAN. I have previously stated I asked him to prepare 
a formal proposal. 

Mr. Houirtetp. Then your answer to my question is “Yes.” Was he 
justified in thinking that he was preparing these so the Air Force 
would know what to expect in getting deliveries started by February 
15? Was the February 15 date discussed for starting deliveries ? 

Captain THurman. Not for starting deliveries. Mr. Babbitt said, 
“To meet this delivery schedule that I have discussed previously, I 
must have a contract within 10 days.” 

In light of this schedule, of course I needed his proposal plus re- 
quirements for material support, relative to castings, aluminum strip- 
pings, et cetera, at the earliest possible time. 
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Mr. HowirteLp. You were going to help him in getting priorities in 
this. You were interested enough to help him, if this contract went 
through, to get the priorities ? 

Captain TuHurman. That is true. But I always explained it in 
terms of “if we decide to procure it.” He gave me the deadline on 
which he must have a contract, if he was to meet that delivery date. 

Mr. Hourrterp. I understand. Now we are going to go on to the 
next paragraph [reading] : 

Captain Thurman insisted that the proposal be in his hands no later than 

November 30, 1956. 
This was on November 21. He had 9 days to go back to see if he could 
secure his engineers whom he had discharged, his chemists, to see if 
he could tie down supplies of chemicals and metals and other products 
that would go into this manufacturing. He had 9 days to give you 
a firm proposal. 

Here are Mr. Babbitt’s words. Maybe they are not true; I don’t 
know. Hesaid them under oath. Hesaid [reading]: 

Captain Thurman insisted that the proposal be in his hands no later than 
November 30, 1956. He said that Mr. Gabel of his staff would wire me an 
official request for this proposal on Friday, November 23, 1956, so that a con- 
tract could be written and be back in my hand by, the latest, December 10, 1956. 

Is that substantially correct ? 

Captain THurman. I did promise to wire the proposal. But here 
again, sir, let me explain 

Mr. Houirterp. There are about three things in here. Did you insist 
that the proposal be in your hands not later than November 30? 

Captain THurman. Yes. I would like to explain that, sir. 

Mr. Houtrrevp. Is an explanation necessary ? 

Captain THurMAN. Yes; it is at this point. 

Mr. Houtrrevp. All right, go ahead. 

Captain Tuurman. In terms of that delivery schedule, that was my 
point in time, November 30, to have a proposal in my hands. Had we 
decided to write a contract, it would have taken from November 30 to 
the 10th of December to process even the most urgent type contract 
or letter of commitment. That was my reason for requesting it on 
the 30th. 

Mr. Houtrrevp. I think your request was a reasonable request in 
point of time if there was an urgency. I think it was a very reasonable 
request. I am not complaining about that. [Continues reading. ] 

He said that Mr. Gabel of his staff would wire me an official request for this 
proposal on Friday, November 23, 1956, so that a contract could be written and 
be back in my hand by, the latest, December 10, 1956. 

Did you tell him that Mr. Gabel would do that? 

Captain THurMAN. He did wire 

Mr. Ho.irietp. You told him Mr. Gabel would do it and then Mr. 
Gabel followed through on it? 

Captain Tuurman. That is the proposal, a request for proposal. 
The last paragraph in a proposal states that— 


This does not constitute an obligation by the Government. 

Mr. Houtrrevp. I realize that. I realize that the Government always 
leaves itself in a position to cut the throat of anybody that deals with 
it. Asa small-business man, I have seen this happen and I have seen 
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it happen before this committee time and time again; that they bind 
the man they deal with and, they reserve the right to cut his throat. 
This is what is happening to a lot of small-business men. 

Of course you always leave an escape clause. 

This was the deadline that Century Industries needed in order to meet the 
delivery schedules discussed. 

And he further states he has copies of memorandums to support this, 
and some of these memorandums were furnished at his request by the 
Air Force, and he submitted them to us for our information. 

After going through those statements—and I understand you haven’t 
denied any of those statements that Mr. Babbitt has made, although 
you may have the feeling that he shouldn’t have felt that this was an 
urgent need. 

Captain TuHurman. I do, sir; because I concluded the meeting by 
specifically saying: 

In light of all these things, Mr. Babbitt, I want you definitely to understanu 
that no decision has yet been made to buy the MA-3 launcher, and particularly 
not specific quantities. 

I told him and explained to him very definitely that I did not want 
him to make any commitments for labor, material, or anything else. 
This was in the presence of my people. 

Mr. Houirrevp. But if you had sent a contract back to him and he 
would have signed it and sent it to you, it would have been impossible 
for him to have made those deliveries unless he had made the plans, 
had laid the groundwork for the obtaining of supplies and the obtain- 
ing of scientists and engineers to do the job. 

So, going on the basis of the urgent requirement which had been 
expressed to him, he went back and he hired men and put them on 
his payroll and they were expensive men, and he notified companies 
that he needed materials. He spent money phoning and sending tele- 
grams and he found out “I can get so much chemicals here, I can get 
so much metal here,” and so forth and so on, because he was under the 
impression—rightly or wrongly—that he was going to do some busi- 
ness with the Air Force. 

Captain Tuurman. Like I said, the only defense I have is simply 
to state I asked Mr. Babbitt not to make any financial commitments 
of any kind. 

Mr. Houtrtetp. Then on page 6 he says: 

As promised by Captain Thurman, I received a telegram on November 23, 
1956, officially inviting me to submit a proposal for production of 150,000 rocket 
launchers. My proposal was mailed back to the Air Force within the promised 
due date. All vendors of Century Industries were alerted. Material sources 
were checked. Key personnel were kept on although they had received their 
termination notices. The labor union was notified that shortly we would be 


calling back our crews. All was made ready to accomplish the task so urgently 
requested by the Air Force. 


Then the next: 


What happened then? Nothing. Deadly silence. No information whatever, 
except that I was asked to be patient. , 

How can a small-business man deal with the United States Govern- 
ment with that kind of treatment? How can he do it, gentlemen? 
General Motors can doit. United States Steel can doit. Butasmall- 
business man can’t do it. 


94005—57——18 
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Yet this small-business man was the man who developed—he and 
his company—an article for approximately $25, where you were pay- 
ing hundreds of dollars for strategic-material articles to do the same 
purpose. 

General THurmMan. May I comment, sir? 

Mr. Ho.trtexp. Yes. 

General Tuurman. In the first place, as the attchment to the state- 
ment I read a while ago shows, I asked the Aeronautical Equipment 
Division—which particular portion is Captain Thurman’s responsi- 
bility—to do two things in a period of a week. I asked them to initi- 
ate negotiations with Century Industries and to send someone out to 
the Navy installation to get some information from the Navy. 

As I stated in my statement, one of the reasons for sending some- 
one to the Navy was to find out whether we would be justified in ne- 
gotiating with somebody else in addition to Century Industries so 
that this would be a competitive procurement instead of a sole-source 
procurement. 

So Captain Thurman was sort of under a gun from me to do two 
things inside of a week. He had to initiate the one before he could 
do the other. 

So, as far as his moving fast was concerned, it was the result of my 
directive. Sir, may I continue? 

Mr. Hourrrevp. [ am not blaming Captain Thurman for what he 
has done. He was acting under orders, as you say. And if a sense 
of urgency was conveyed from Captain Thurman as the contacting 
officer to a small-business man, that sense of urgency must have come 
from 

General THurMAN. May I continue, sir? 

Mr. Houtrtevp. Yes. 

General THurman. At that time we thought we probably would 
wind up with a contract with Century Industries. Whether we would 
or not depended on a lot of things. 

In everything that we buy, we normally have considerations of 
early delivery or urgency of delivery—if you prefer to call it that— 
economy, and operational suitability or quality of the article. 

We have those present in every procurement that we make just 
like everybody else has that present in their procurement. We are 
never certain when we initiate negotiations with United States Steel 
or a small-business man or anybody else that we are going to wind 
up with a contract, because it depends on whether or not we can wind 
up with a contract that we think is in the interests of the taxpayers 
to do so. 

yi e thought that we probably w ould. In the course of the visit to 
the Navy installation, as I stated in my statement, and I think I 
stated yesterday, we found that the Navy launcher had advanced a 
lot more than we thought it had. 

At that point we felt that we should determine whether or not this 
other launcher was available, because it looked like it was operation- 
ally superior; and at that point we stopped negotiations and waited 
to make a decision until we could test this item. 

We would like to get rocket launchers into our inventory as soon 
as possible. We would like to get rocket launchers as cheap as pos- 
sible. We would like to get the best rocket launchers that we can 
possibly buy. 
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But, sir, it is not always possible to serve all of those ends on a 
single procurement. 

Mr. Ho.irtetp. Would you think that this subcommittee, on the 
basis of the testimony that has been put before us, would be justified 
in warning small business to refrain from bidding or keeping itself in 
a position to bid on Government contracts ? 

General THurMANn. No, sir. 

Mr. Houirtecp. You wouldn’t think that? 

General THurmMAn. No, sir. Sir, every time we have a competitive 
bid where we have 16 people who are going to bid, all 16 of those have 
got to determine what they can do if they get the bid. And if there 
are 16, 15 of them are not going to get it. One of them is going to get 
it. And the other 15, if you choose to call it that, have wasted their 
time. But it is a part of doing business, the American way of doing 
business. 

Mr. Liescoms. General, in his testimony Mr. Babbitt stated that 
he called your office at least once a week inquiring about this pro- 
posed procurement. Do you know if that is, or is not, a fact? 

General THourman. Called my office? 

Mr. Lirscoms. Or called someone. 

General Tuurman. I don’t know, sir. Mr. Babbitt called me, I 
think it was, the same day, Mr. Chairman, that you called me—which 
I believe was on the 10th of January. 

To the best of my recollection, that is the only time Mr. Babbitt 
called me after my discussion with him on the 8th of November. I 
think that is correct. There may have been another call. 

Mr. Liescoms. Mr. Babbitt said he was checking into the matter 
at least. once a week, and yet according to your statement, you had 
decided as early as December 8, 1956, that you would suspend negotia- 
tions with Century Industries. 

General THurMan. We did. 

Mr. Lipscoms. Did you notify him? 

General Tuurman. We notified him—I don’t think we ever said, 
Mr. Lipscomb, in so many words that we are hereby suspending nego- 
tiations. He was notified that we weren’t ready to give him an answer 
to his proposal. I believe, sir, that is the same thing. 

Mr. Lrescoms. According to the testimony that I am reading here, 
the first Mr. Babbitt knew that you had decided to go ahead with the 
procurement of the 19-round rocket launcher, or whatever it is, was 
on January 18. 

General THurmMan. The first time the Air Force definitely had an 
approved decision was the 17th of January. 

Mr. Lirscoms. It seems to me that. if you had notified him on the 
sth of December, or thereabouts, that you were suspending nego- 
tiations, it would have given him an opportunity to let his staff go and 
quit this buildup. 

General TuHurman. Until we had completed-our tests of the Navy 
launcher, we didn’t know which one we were going to buy. If the 
Navy test had turned out to be defective, we would have gone ahead 
and bought the MA-3, perhaps. 

Mr. Liescoms. On January 2, which is an important date in this 
situation—January 8, and January 13—they are all important dates 


here, which would seem to indicate that you were not going to deal 
with Century Industries. 
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General TuourMan. We are progressing toward a decision as addi- 
tional information became available; yes, sir. We did not reach a 
final decision as to which way we would go until the 17th of January, 
and we notified Mr. Babbitt the following day. 

The reason I might say, we waited until the following day is we 
wanted to notify this committee first. 

Mr. Minsnauyi. Mr. Chairman? 

Mr. Houtrtrip. Mr. Minshall. 

Mr. Minsuatu. Captain, you said you warned Mr. Babbitt not to 
make any financial commitments of any kind. 

Captain Tuurman. Yes, sir. 

Mr. Minsuatu. Did he have any response to that statement at the 
time you made it? 

Captain Triurmay. I assumed he wouldn't, sir. 

Mr. Minsuauy. Did he say anything at the time? He was in your 
presence, wasn’t he? 

Captain THurman. Not that I recall specifically, but there were 
two other people in the presence of Mr. Babbitt. 

Mr. Minsuautu. He heard you make the statement, did he? 

Captain THurman. Absolutely. 

Mr. Mrnsuati. How did he acknowledge it, or didn’t he acknowl- 
edge it ? 

Captain Touran. Specifically, sir, I can’t say. He didn’t say “T 
will” or “I won't,” but he was very definitely requested not to make 
any financial commitments. As I said, there were two other people 
in the presence during that request—my deputy chief and the buyer. 

I specifically asked him not to. 

General Tuurman. Mr. Minshall, if I may butt in here, if you will 
excuse me 

Mr. Minsuatu. Yes, sir. 

General THurMAN. That is a perfectly normal part of our pro- 
ceeding. If we are dealing with 16—negotiating—in all fairness to 
them we have got to make it. clear to them that until we have deter- 
mined which of the 16 is going to get it, no one of them should incur 
any expense. We make it perfectly clear to all our negotiating per- 
sonnel that they should make it clear in the course of early negotiations 
that no expenditures are justified until it has been determined that 
there will be an award, and to whom it will go. 

Mr. Mrnsuatu. Was it your policy to do it orally, or do you some- 
times do it in writing ? 

General THurMAN. It varies. It depends to some extent on how 
the negotiations are conducted. If they are conducted by letter—as 
they sometimes are—it is done by letter. 

If they are conducted in person—and it usually is on an oral basis. 
It is normally orally. We can’t afford, Mr. Minshall, to do anything 
else. We can’t afford to let 16 different people incur costs and only 
1 of them get the contract. 

Mr. Rosacx. Captain Thurman, were you armed with authority 
to make any procurement commitment when you went up there to 
California? I mean, were you authorized to commit anybody to 
actually taking action to produce this item ? 

Captain Tuurman. No, sir; never am at the time of a proposal, 
Mr. Roback. This is all subject to fund approvals and everything 
else. 
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Mr. Rogpack. So any statement on your part as to warning the 
prospective producer would be just an ordinary precaution on your 
part; would it not ¢ 

Captain Tuurman. That is right, sir. At any time when you 
commence negotiations with someone, there is no buyer or section 
chief, who at that time is in a position to write a contract or obligate 
anybody. I can’t doit. A contracting officer must do it. 

Mr. Rosack. That is right. There was no special significance to 
that warning. That was merely, you might say, part of your job. 
You weren’t authorized to get anything started. 

Captain THurMAN. Many times we commence a procurement 

Mr. Mrnswauu. Mr. Chairman, Mr. Babbitt is right here in the 
room. I wonder if he remembers any conversation such as we have 
been talking about. 

Mr. Hotirrep. Would you like him to take the stand ? 

Mr. MiNnsHALL. Specifically I would like to ask him just one ques- 
tion, if I may. 

Mr. Howtrtetp. Mr. Babbitt, come forward and take the second 
chair there to the right of the reporter. 

You understand, Mr. Babbitt, you are testifying under oath to this 
committee / 

Mr. Baspirr. Yes, I am. 

Mr. MinsuHaut. Mr. Babbitt, you heard the statement that Captain 
Thurman made regarding telling you not to get into any financial 
commitment one way or the other. 

Do you remember that conversation ? 
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Mr. Bassrrr. No; I don’t remember that in the context at all. 

Mr. MinsHauz. What did he tell you, then, in that regard ¢ 

Mr. Bassirr. There was a memorandum during the discussion that 
I couldn’t go out and order all the material for a quantity contract. 
I believe that may have been mentioned, but I dont recall it at all. 

Mr. MinsHatit. What do you mean, you dont recall it at all? I 
don’t quite follow you. Did or did not the captain make that state- 
ment? Do you remember him making that statement ? 

Mr. Bassrrr. Not to go out and spend any money / 

Mr. MrnsHA.. Yes, sir. 

Mr. Bassitr. No, he couldn’t, because you had to spend money to 
prepare a proposal. If he told me that, I couldn’t give him a preposal 
as the Congressman mentioned. 

Mr. Mrinsuauy. My question is this, Mr. Babbitt: Did the captain 
make this statement, or did he not make the statement ? 

Mr. Baseirr. As far as I recall, he did not. 

Captain THurmMan. The only thing I can say there, Mr. Chairman, 
is that there were two other people present—my deputy chief and my 
buyer. Perhaps there may have been a misunderstanding on Mr. 
Babbitt’s part, but there certainly should not have been. 

Mr. Babbitt, I know, has had contracts with the Air Force before, 
and I am sure he knows that a proposal does not constitute a commit- 
ment. He knows, too, [ am sure, that a contracting officer and only a 
contracting officer can obligate the Government. 
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Mr. Hoxtrtevp. Mr. Babbitt, it is true that you did receive a com- 
munication, because it has been introduced in the record, I suppose 
it was subsequent to your conference with Captain Thurman, which 
specifically told you not to expend any funds. 

Mr. Bassrrr. Yes, sir, it was a telegram—to make no commitments 
prior to a contract—receiving a signed contract—in the telegram. 

Mr. Ho.irrexp. In point of time when did you receive that? After 
you talked with the captain ? 

Mr. Bassitr. After I talked with Captain Thurman. 

Mr. Hotirtevp. Could you fix from memory how long it was? 

Mr. Bassrtr. It was sent on the 23d of November by the Air Ma- 
teriel Command, and received by us on the 24th, which was a Saturday, 
and looked over on the Monday following. 

Mr. HoutFrevp. Then it was immediately following your trip and 
your conversation with the captain ? 

Mr. Bassirr. That is right. 

Mr. Horirietp. You were put on notice not to spend money ? 

Mr. Baserrr. By the telegram it said not to make any commitments— 
well, I can refresh it by just reading the telegram. 

Mr. Howrrre.p. We have it. 

Mr. Minswauu. Mr. Babbitt, to make this definitely clear, the state- 
ments then that the captain has made regarding not making any 
financial commitments, you said you did not recall anything like that. 
Did he or didn’t he—yes or no? 

Mr. Bassirr. Other than the telegram, I don’t remember the cap- 
tain making any statements of that type to me. 

Mr. MrnsHatu. Who were these other people that were with you 
at the time ? 

Captain THurman. Mr. John Gibbs, and Mr. Gabel. My deputy 
chief, and my buyer. 

Mr. MinsHatui. Mr. Chairman, out of fairness to all concerned, if 
we are going to clear up this point I think you ought to have Mr. 
Gabel and Mr. Gibbs come in here. 

Mr. Houirreip. Are Mr. Gabel and Mr. Gibbs here ? 

Captain THurMaN., No, they are at Wright-Patterson, sir. 

Mr. Rosack. Mr. Chairman, for the record, in a memorandum 
supplied by General Thurman dated November 19, 1956, which was 
in the period of this discussion, one of the items mentioned here was 
to terminate the Weatherhead and Polan contracts for the conveni- 
ence of the Government on a no-cost settlement basis. That is item A. 
Item B, I will read the first line: 

Initiate negotiations with Century Industries to accomplish placement with 
that company for a quantity of 150,000 launchers for the best price obtainable 
and the best delivery obtainable. 

So your mission, Captain Thurman, was in pursuance of the direc- 
tive from General Thurman, was it not? 

Captain THurmaN. Yes. 

Mr. Ropack. To accomplish the placement. 

Mr. Hottrtevp. Were there further questions? 

Mr. Rosack. Mr. Chairman, we have various documents here which 
are important in their bearing upon what the Air Force and Navy 
situation is with regard to the 19-rounder. 

First of all, I would like to get clear in the record the position in 
your statement, General Thurman—that is, in your prepared state- 
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ment—that the Aero 7—D was operationally superior. That is based 
upon information from the Navy and not upon an Air Force develop- 
ment as such. Is that right. 

General TuHurman. No, sir. It is based on advice from the Air 
Force Armament Center, which is the agency of the Air Force created 
for the purpose of giving advice to the Air Materiel Command. 

Mr. Rosack. General Mechling, is your conveyance of the advice 
that this item was operationally superior based upon information 
obtained from the Navy, based uopn its development work, or was 
this based upon independent development work of the Air Force? 

General Mrcuuine. Let’s get the record clear here. On the sec- 
ond point to start with, we have not—except through the Navy— 
done specific development work as distinct from testing on the 19- 
tube launcher until we went into the problem of adapting it in minor 
ways so it would be immediately compatible with Air Force aircraft. 

But we have done considerable work with the Navy, and their 
technical people. They have been down to our place. We have been 
out to their place. We have gone over the problems involved in this 
particular launcher, and we also have tested a substantial number of 
these on the actual airplane they are designated for—the F-100. 
They are satisfactory in flight tests and the type of profile flights you 
will do on the F—-100. 

Analyzing all the data, we can definitely say that there are sev- 
eral very important advantages which make the Aero 7D operation- 
ally superior to the MA-3 launcher. 

Mr. Ropack. Based upon preliminary testing? 

General Mecuuine. This is the kind of testing which goes on be- 
fore you go into production on any type of item. It is exactly the 
same type of testing that preceded going into the MA-3 to start with. 

Mr. Ropack. You are going into production now. The question 
then is:. What procurement data will you have available to go into 
production for that as an Air Force item ? 

General Mecuiine. We have the Navy. The Navy is a responsible 
organization. 

Mr. Rogsack. You will have to make modifications before you will 
have a suitable Air Force product ? 

General Mecuiine. Very minor. 

Mr. Ropack. Nevertheless, it is not the Navy procurement data 
as such, without any changes? 

General Mrecuiine. The changes are very simple and very self- 
evident, and have been checked. 

Mr. Ropack. Did you advise the procuring section of the Materiel 
Command that the most expeditious way in which to effect the pro- 
curement of a 19-rounder was by an extension of the Navy contract ? 
I want to verify this document here. 

General Mecuuina. It is in the record—this is probably gratuitous 
on my part. It isn’t any of my business, really, how the AMC meets 
the requirements it has. But I have been in this business a long time 
— I feel these people are entitled to the best thoughts I have on the 
subject. 

Mr. Ropack. We are not questioning your judgment, General 
Mechling. We are only trying to establish what the sequence was. 
So from General Thurman’s statement it follows that in that respect 
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they did not follow your advice, but they are making an independent 
procurement. Is that substantially the case? 

General Mrecuiine. They are under no obligation to follow any 
advice, because it isn’t any of my business. 

Mr. Rozsack. What is the reference in the document supplied—I 
can’t put my finger on it right now—that it would take 8 to 12 months 
to have an adequate Air Force specification item ? 

General Mecuuine. This was a fairly early look at the problem. 

Mr. Ropack. You have revised that ¢ 

General Mecuiina. We have revised that by much closer work with 
the Navy and considerable assistance from the Navy. 

Mr. Rosackx. You supplied that document as of today. I wanted 
the record to be straight on it. Have you any other estimate to 
give us? 

General Mecuiine. We have already furnished the Air Materiel 
Command data on which they can buy the LAU-3A launcher. 

Mr. Rorgack. This item appears to be dated January 2, 1957. It 
says, among other things, within 8 to 12 months, specifications and 
drawings can be provided for a satisfactory Air Force version of 
the Aero 7D launcher. 

General Mecuiinc. This is another story. The first question you 
asked me, Was the Aero 7D operationally superior to the MA-3? I 
think I have disposed of that excepting the technical details. 

In the Air Force, we are never satisfied with the status quo. We 
are always seeking ways of doing better. We have the F-100 which 
has a certain top speed. We have tested the Aero 7D on this and 
we know what we can get, and we are all right. We have got a pos- 
sibility of some aircraft coming into the inventory of considerably 
greater speed performance than the F-100A. In order that we don’t 
get caught short, we are investigating ways of further improving this 
Aero 7D so that if in its present configuration it proves not to be 
adequate, we will have an approach which would be expected to safel 
perform in this higher speed range. This is with the additional re 
on which we contemplate taking this additional period. 

Mr. Morean. General Mechling, to your knowledge how many mod- 
ifications or changes to the Navy drawings and specifications have 
been made subsequent to the award of the production contract to the 
Be-Ge Co. ? 

General Mecuitne. I don’t know the specific number. I know as 
you work these things out, you certainly continue to make engineering 
changes to the specifications. This goes on in everything we buy. 
Otherwise we wouldn’t get an optimum item. 

Mr. Mocran. Could we ask one of your engineering people here? 

General Mecuiine. They may have a fair idea. I am not answer- 
ing for the Navy specifically. 

Mr. Morgan. From his understanding. 

Mr. Lanstne. We have heard, of course, there are considerable 
changes in any item 





Mr. Morean. By “considerable,” how many do you mean, Mr. 
Lansing? 

Mr. Lanstne. On the order of from 80 to 100. 

General Mecutine. But these were incorporated before we got our 
specifications from the Navy, and what they furnished us. 
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Mr. Morean. These have been incorporated into the Navy specs? 

General Mecuiine. And were furnished us. 

Mr. Lanstna. Navy drawings. 

Mr. Morcan. Navy drawings which you are now modifying to meet 
Air Force requirements ? 

Mr. Lanstne. These modifications have been made and supplied to 
AMC. They incorporate all the changes that the Navy has made to 
date. 

Mr. Morean. Mr. Chairman, the point is that this is a production 
contract awarded by the Navy and subsequent to the award of the 
contract 100 changes have been made in the drawings and specifica- 
tions. I think the record will show that the 19-round launcher has 
been under development since sometime in 1952. Yet there are still 
problems in production. 

Mr. Lanstnc. These are not necessarily problems. I would say 
that by far the majority of these changes are to convert to produc- 
tion. When you build an item on a small scale and you switch to 
large-scale production, there are quite a lot of little changes that are 
actually insignificant as far as the launcher goes that are required to 
reduce the price and make it compatible with high production. 

Mr. Morean. 44,000 is not considered large-scale production in your 
opinion ? 

Mr. Lansrna. I am sorry. I consider it fairly large-scale produc- 
tion. It certainly is a lot larger than where you build them in a shop 
with one or two tools over a long period of time. In my opinion, 
44,000 is a fairly large quantity. 

Mr. Houtrretp. Do you have any knowledge as to what price 
changes have been requested by the company on these changes? 

Mr. Lanstnea. No, sir. 

Mr. Hortrietp. You have no knowledge as to what the present status 
of the price of this article is ? 

Mr. Lanstna. No, sir. I have just heard that it is in the neighbor- 
hood of where it started. I have no information on that. 

Mr. Morean. General Thurman, are you optimistic that the Air 
Force will be able to obtain this same launcher at a comparable price 
to what the Navy is paying for it now—$90.51 ? 

General THurman. Yes, sir, I am optimistic. 

Mr. Morcan. You have no reason to believe that it would cost you 
more than that on the advice of your staff? 

General Mrcuriinea. I think we are getting the advantage of all 
the learning curves and all of these modifications which the Navy 
had to put in to go into production. They are already incorporated 
in the specifications we are using. 

General THurmMan. We feel also we will get some valid competition 
because the Be-Ge Co., I believe, is actually in production. I have 
been assured by Mr. Babbitt that he can produce them very well. 

Mr. Howtrrerp. Mr. Who? 

General Trrurman. Mr. Babbitt. 

Mr. Hortrtevp. Mr. Babbitt is liquidating his plant. 

General Touran. I don’t know, sir. 

Mr. Hortrrevy. Mr. Babbitt has made the statement he is liquidat- 
ing his plant and he is not interested in any 19-rounders. 

General THurman. He has told me in the past that he could manu- 
facture them. 
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Mr. Hortrtevp. I don’t doubt it. He is not in a position, as I under- 
stand it, to even bid on the 19-rounders. He is liquidating his plant 
as a result of his experience of trying to do business with the Gov- 
ernment. 

General THurmMan. I don’t know, sir. 

Mr. Rosack. General Thurman, for purposes of clarification, on 
page 3 of your statement read this afternoon, you described your 
meeting with the staff of another committee. 

Then you said subsequent action was taken. Is the action that you 
refer to over here, to making an award for one-half of the amount, 
related to the information you present in the first full paragraph ? 

Let me restate it. When did you make a decision to make an award 
of 150,000 units—half of the requirement of the contract ? 

General THurman. We made a decision—if that is the correct 
word, and I suppose it is—to make an award of half of the amount 
that previously had been on contract at the same time that we made 
the decision to terminate it. 

Mr. Rozack. What date was that? 

General THurman. Let me check here as to the date I visited the 
committee. I believe it was about the 14th or the 15th of November. 

Mr. Ropsack. Did it precede or come after your visit with the 
committee ? 

General THurman. We reached a decision prior to notification to 
the committee of what the decision was. As you pointed out, the com- 
mittee was not in the decision, to approve or disapprove. 

Mr. Hortrtetp. Mr. Morgan ? 

Mr. Morean. General Thurman, what is the basic Air Force policy 
regarding secondary sources for purposes of mobilization? Is that 
set forth in any directive or document in the Air Force? 

General THurMAN. Yes, sir. I am not able offhand to refer you to 
exactly what the number of the applicable regulation is. 

The basic policy of the Air Force is that, with respect to items in 
the category of planned items which are designated, I believe, by the 
Department of Defense on nomination by the Air Force, it is that we 
will either have for war reserve requirements a stockpile adequate to 
meet the war reserve requirements, or we will have available a pro- 
duction base which can meet them. 

The application of that policy depends a great deal, of course, on 
the item, and the situation of the item. 

Mr. Morcan. Would you have your people furnish us a copy of that 
directive ? 

General THurman. Yes, sir; I will do so. (See p. 410.) 

Mr. Por. Sir, it is in section 53, part 100; specifically AF PI 53-101. 
They have a copy of it. 

Mr. Morean. Captain Thurman, the documents provided by the 
Air Force reveal a discrepancy as to what firm sitaniiie produced and 





shipped the preproduction launchers under the Polan contract. 

For instance, there are statements made in here that the launchers 
were produced at Radiant Manufacturing Co., using Radiant tooling 
and Polan personnel. Then again there are statements made that the 
launchers were submitted to the lab for testing by Weatherhead. 

Can you give us the true story on that to the best of your knowledge ? 

Captain THurman. I think you could get a better answer from the 
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Eglin personnel, the project engineer. I can give it to you, of course, 
but he actually saw the samples. 

Mr. Morean. If Mr. Lansing has the answer, we will be glad to take 
it from him. 

Captain THurman. The samples they submited for testing, as I 
understood the question. Is that right? 

Mr. Moraan. The samplee submitted for testing by Polan were pro- 
duced by what company ! 

Mr. Lanstne. As far as I know, it was from the Weatherhead Co. 
There could well have been some samples there to represent the Polan 
Co. 

Mr. Morgan. But all you tested bore the manufacturing trademark 
of Weatherhead, is that correct ? 

Mr. Lanstne. That is correct. 

Captain THurman. Mr. Morgan, that is my understanding, too. 

Mr. Morean. Under the default clause, General Thurman, does the 
Air Force, if they feel that they have a legitimate case and they are 
upheld, hold the contractor liable for damage to the extent of any 
extra costs incurred through procuring launchers from another source ? 

General THurman. I think SO, yes, sir. 

Mr. Morean. In your comparison test, General Mechling, of the 
MA-3 launcher with the Aero 7D—if the answer to this question is 
classified, please indicate—was the test made using the same power 
settings—by that I mean thrust of the aircraft—for both launchers? 

General Mrcuuirnc. The answer isn’t classified. I can’t give you 
from my own knowledge a specific answer to that. I know we have 
tested the Aero 7D to the maximum performance of the aircraft. 

Mr. Morgan. Would that have any eter on the performance of 
the two if in the case of one you were using a slower speed than the 
other? Mr. Lansing? 

Mr. Lanstna. It would have, and as far as I know we used the same 
power settings. We would have to do that to get any real comparison. 

Mr. Morean. Will you check your report on that and give us the 
exact figures on that, whether or not they were the same? 

Mr. Lansine. Right. 

(The material referred to was not furnished. ) 

General Mecuuina. We have tested the Aero 7—D in flight quite ex- 
haustively under essentially all conditions in which the F-100 can fly. 
We are not only interested in it for the F—100, we want to get as much 
knowledge as to whether it can be applicable to the 105 or the 107 as 
well. We have really pushed this thing. 

Mr. Morean. Can you give us a weight comparison between the two 
launchers, the MA-3 and the Aero 7-D 4 

General Mecuuine. Al, have you got the weights of the two 
launchers ¢ 

Mr. Lansinc. The weight of the MA-3 is approximately 22 or 23 
pounds, in that area. I don’t have the exact figure on the Aero 7D. 
I can dig it out here, Iam sure. 

Mr. Hottrrevp. General Mechling, I understand that the 19-rounder 
can be fired either in batches or in a ripple. 

General Mecuuine. That is not correct. 

Mr. Houtrrerp. It is not correct ? 

General Mrcuiine. No, sir; not in its present configuration. When 
you fire the 19-rounder, all of them go. You can fire on one side of 
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your aircraft and the other side, but in each launcher with the present 
configuration, all of them go. 

Mr. Hotrtetp. Does that have any effect upon your tactical use? 
This means that for each target, you have got to fire 19 rockets. 

General Mecuitne. With the speeds that airplanes are flying to- 
day, you are just about wasting time to fire any fewer. We are getting 
on the verge of sensitive material here, but this has validity. 

Mr. Moraan. Is it more advantageous with this type firing than for 
increment firing ? 

General Mrecniine. We have some studies by other organizations 
as well as our own. I think Cornell Laboratories supplies us with 
some information which backs up the general impression I have given 
you. This type of firing we get from the 19-tube launcher is considered 
to be pretty close to optimum. 

Mr. Morcan. Did the Cornell study have anything to do with your 
award of a development contract to Multi-Tech for a different type 
launcher? Was that one of the basis for going into another develop- 
ment field ? 

General Mecuitnc. We cover these fields to the extent that we get 
approved projects sent to us. I would personally, being a developer 
and liking to make sure we have got every possible avenue for the future 
covered, have considerably more work going on in this area. 

But exactly what the impetus for the Multi-Tech launcher was, I 
can’t recall myself at the present time. 

Mr. Horirtevp. Getting back to the firing of the 19-rounder, was 
the fact that your—if T use the wrong word, correct me—increment 
method of firing proved to be unfeasible in view of the destruction of 
the aerodynamic qualities of the launcher? Was that what caused 
you to go to the full discharge of the 19 rockets? 

General Mecuutine. This is the way the Navy has it. 

The Navy has it for the full 19 going at one time. They think it is 
pretty good, and we checked it, and our people that are going to use this 
are willing to live with it. So far as this is concerned, we are not 
particularly concerned. We will investigate other aspects of the 
problem. 

Mr. Horirterp. They did try firing in batches, though, didn’t they, 
so they wouldn’t have to expend 19 in one pass? 

General Mrecuitnc. We have never so tried to rig the 19-tube 
launcher to my knowledge, so we could fire in batches. 

Mr. Hottrrerp. It was my understanding 

General Mecntina. If we make these additional modifications for 
the 105 and the 107, we may be able and we may decide to incorporate 
such features, because the pictures will be such it will permit that. 

Mr. Hortrtetp. Maybe your technical man would like to respond 
to that question. 

Mr. Moreaan. Mr. Lansing, what did the Navy specification call for 
in the firing arrangements? Was it in increments of 2, 3, or a salvo 
of 19? 

Mr. Lanstne. It is a ripple of 19 rockets at one time. That is the 
way they feel it should go. 

Mr. Morean. That is stated in the specification to your knowledge? 

Mr. Lanstnea. That’s right. It is the only way it can fire. 

Mr. Hottrrevp. Did the original specifications require that, or did 
they require both ways? 
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Mr. Lanstne. I don’t know back in the early days of the Navy 
development, but as of the past year it is only one shot. We are 
getting close to our tactical applications. 

Mr. Morean. Has the Air Force, General Mechling, attempted to 
conduct their own launcher program independent of the Navy at 
any time during the last 3 or 4 years? 

General Mecuuine. Well, we have in the Air Force the responsi- 
bility for getting adequate equipment for the Air Force. If anything 
the Navy is doing seems applicable, we do not have to duplicate it. 
Based upon the distribution of development funds, if we get funds for 
rocket launchers, we will apply them in the most advanced area that 
we think has utility. 

We have not had a very significant program separate from the 
Navy. 

Mr. Morean. Do the requirements of the Air Force differ in any 
respect from those of the Navy for rocket launchers? By that let’s 
say quantity, quality, or suspension system, electrical system ? 

General Mecuuine. We went back to the days of the Aero 6A and 
the MA-3. We found that suspension was different, so we had to do 
enough development to get a launcher that we could apply to Air 
Force aircraft. 

At the present time we can mount the rocket launchers produced by 
the Navy on our bomb pylons. So we have substantially the same 
situation. ‘They have pretty much the same targets to shoot at, and 
have aircraft pretty close to the same performance. 

While we can vary in detail, I would think substantially the require- 
ments are pretty close to the same. 

Mr. Morean. The Air Force has no further propeller-driven air- 
craft in inventory or operation; do they ¢ 

General Mrecuuine. I think the last F-51 was put into the museum 
out at Wright Field within the last month or two. That finished it. 
As far as combat aircraft are concerned. 

Mr. Morgan. Isn’t it true that the Navy still has certain combat 
aircraft that are propeller driven ? 

General Mecuuina. I am sure they have for certain purposes, but 
I don’t think they are particularly happy about it. They would be 
quite happy to convert over. 

Mr. Morean. How will this new program that the Air Force is 
going into affect the standardization of a rocket launcher or a suspen- 
sion system? Admiral Harrison, I believe, testified several years back 
that the Navy was working on this and expected to have a standard 
item in a matter of months. 

General Mrcuitna. I have been responsible for setting up between 
the Air Force and the Navy a committee that meets very regularly on 
suspension systems. This deals with suspensions of all types for 
auxiliary fuel tanks, for nuclear weapons as well as other nonnuclear 
stores. This ismaking good progress. 

On rocket launchers, we have an agreement with the Navy that 
their drawings will essentially be changed to be pretty close to ours 
and that we will be able to use rocket launchers in the Navy’s stock on 
our airplanes and vice versa—the Aero 7—D type. 

Mr. Morcan. The 7—D then will be universally adaptable to any 
of the aircraft that you have in inventory for that use or for which 
that use is intended, as well as any Navy aircraft ? 
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General Mecuutne. The later series; yes. 

Mr. Morcan. General Thurman, I notice you were shaking your 
head. Did you want to add something to that ? 

General TuHurman. I am sorry. I shouldn’t have done that. He 
added the qualification I had in mind—the last series. I am sorry. 

Mr. Houtrtevp. That is perfect teamwork. 

General Tuurman. I was thinking silently. 

Mr. Morean. Can we assume there will be a standard suspension 
system and a standard launcher now ? 

General Mrecuttine. I can’t say we will have a standard suspension 
system. We will have a compatible suspension system. 

Mr. Morgan. In other words, instead of standardizing the suspen- 
sion system, you are attempting to standardize a launcher that will be 
usable on either type suspension system, is that right ? 

General Mecuuinec. That is correct, and this is much more feasible, 
because the aircraft manufacturers themselves get into the problem 
of making their suspension systems compatible with their aircraft. 
I don’t believe that this type of standardization is at all feasible in the 
near future on suspension systems. They will be compatible, but they 
won't be interchangeable. 

Mr. Morean. General Mechling, since my last conference with you 
in January, have you received any further development funds for the 
7-D launcher or for any part of the 7—-D launcher ? 

Mr. Lanstne. No, no further development funds. 

Mr. Moraan. No funds for an improved fairing for the 7—D? 

Mr. Lanstnc. We are requesting some product improvement money, 
as General Mechling pointed out, for possible future developments 
which we hope won’t be necessary, but which might be for aircraft to 
follow. 

We had some approved for this year, but we haven’t obligated it yet 
and we are requesting a slight increase. This will come through C. 

Mr. Morean. Mr. Chairman, there is a point that is a little confused 
in my mind on the shipping and storing arrangements of rocket 
launchers used in the Navy and Air Force. I am wondering if the 
Air Force will supply us at a later date the Air Force procedures used 
in handling, shipping, and storing rockets and the launchers? 

General Mecuirinea. This will take us a little time to prepare, to get 
technical data at AMC. They will furnish it to you because it is their 
business. Potentially the Aero 7—-D gives you a very fine shipping and 
storage container. The problem of applying this capability on a large 
scale to the Air Force problem has to be looked at in conjunction with 
existing handling equipment and other storage techniques. 

Certainly we will take as much advantage of this as is logistically 
and economically feasible. 

Mr. Suarp. Mr. Chairman, I believe I can supplement General 
Mechling’s statements along that line. At the present time we have 
the 2.75-inch HEAT rockets in our inventory throughout the world. 
Therefore it would be not practical to take from production these 
new LAU-3’s and put rockets in them. It would not be necessary. 

But we do foresee from the supply aspects to load those 





launchers 
General TuurMan. They said we can give that to him later. 
Mr. Suarp. All right, sir. I thought we could clear the matter up 
for the record at the moment, sir. 











AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 277 


General Mecuitne. We intend to get our rockets in on these 
launchers because it helps on the general effectiveness of the field 
operations. 

(See p. 405.) 

Mr. Rozack. You mentioned in your statement, General Thurman, 
an inventory requirement of some 350,000 launchers. I have in the 
record a purchase order of about 400,000. Is that a change or can 
you explain that difference? We want to get an accurate figure on 
what the total projected MA-3 rocket launchers were. 

General Tuurman. If I understand your question correctly, Mr. 
Roback, I believe that we had originally a purchase request which is 
the piece of paper we used to transmit from supply to procurement, 
of about 360,000, and that was subsequently increased by another one 
up to about 400,000 of the MA-3 launchers. 

Does that answer your question ¢ 

Mr. Ropack. | wanted to be sure that you are reporting accurately 
when you use the figure that didn’t go any higher than 353,000. 

General THurMan. I am sorry. You remember we bought 100,000 
from Century of approximately 400,000 on purchase request. That 
left about 300,000. That was split as between the 2 contracts—they 
went to Weatherhead and Polan—of approximately 150,000 each. The 
figure isn’t exactly 150,000, but it is approximately that. 

The three added together make approximately 400,000. 

Mr. Ropack. You made some reference in your statement to a 
revision in procurement policy for war reserve material. Does that 
include launchers and rockets? Did you intend to convey that in 
your statement ¢ 

General THurman. There have been revisions in mobilization poli- 
cies, and there have been revisions in war concepts. They are not the 
same, but the mobilization policy turns to a very large extent on the 
progressive modification of war concepts. 

Mr. Rosacx. It is not clear from your statement as to whether the 
reference is to producing requirements for rockets and launchers in 
general, or fora particular kind. 

General THurmMan. Would you refer me to the particular thing 
you have in mind ¢ 

Mr. Ropsack. At the bottom of page 6 and the beginning of page 7. 

General THurMAN. I see. This has relation more to war concepts 
than to mobilization policies, if there is a valid distinction between 
the two. 

Mr. Rosacx. Under prevailing mobilization policy, do you have a 
requirement for rocket launchers which is different and drastically 
less than it was when you set out for this 400,000 procurement ? 

General THurMAN. There is a difference; yes, sir. 

Mr. Ronack. Is there a documentary backup for that decision ? 

General THurMAN. Yes, sir; there is. It is classified top secret. 

Mr. Morcan. General Thurman, in your prepared statement, on 
page 6, the bottom paragraph, you said : 


Some time ago the Air Force revised its policy for procurement of war reserve 
material by the adoption of our current concepts of warfare. 


Could we pin that down to a definite date, or approximate date? 
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General THurman. The changes in concepts don’t occur overnight. 
They evolve. I can’t give you a date that this document I refer to 
bears, Mr. Morgan, but I will get it for you. 

(See p. 405.) 

Mr. Rosacx. General Thurman, do you recall the testimony of cer- 
tain witnesses before another subcommittee, the Armed Services Sub- 
committee, when they held a hearing some year or more ago? 

General THurMAN. I was not present at that hearing. 

Mr. Ropack. Are you familiar with the testimony of Mr. Peterson 
and Mr. Knoebel ? 

General THurMaNn. No, sir; I am not. 

Mr. Ropack. There is a reference in the documentary material 
here to an Air Force commentary on inaccuracies in the testimony of 
those individuals. If that has not been supplied for our public record, 
would you make that available to us? 

General THurman. Air Force commentary on inaccuracies in tes- 
timony of individuals? 

Mr. Ropack. Yes. 

General Tuurman. I don’t know of any such thing, but I will cer- 
tainly see if I can find out what that is. 

Mr. Rosack. We will be glad to help you identify the item in 
question. The purpose of this request is to be sure that that testimony 
concerning the Air Force individuals involved was fairly stated on 
the record. 


General THurmMan. I don’t know of anything of the sort, Mr. 
Roback. 

Mr. Rozack. This is no reflection on the committee and no reflec- 
tion on the Air Force. It is a question as to the Air Force indicating 
on this information that certain statements concerning the Air Force 
were inaccurate. If so, this committee wishes to be advised in the 
course of the inquiry we are making. 

General THurman. I just don’t know. I am sorry. I will see if 
there is any such thing. 

Mr. Rozack. We will be glad to identify the material for you. 

(See p. 405, enclosure 7.) 

Mr. Hottrretp. General Thurman, we are about to conclude the 
day’s hearings. We will be unable to have any hearings on this sub- 
ject for some time, as we have other matters before the subcommittee. 

We will, however, notify you in ample time next time—more time 
than we could this time—in case we want you to come before us 
again. 

At this time do you have any further observation to make or any 
point that you wish to clear up ? 

General TourmMan. No, sir; I don’t think so. 

Mr. Houirrerp. Major Garcia will take care of any additional re- 
quests that we may convey to you in writing. 

General THurMAN. Yes, sir. 

Sir, may I add this: I believe Major Garcia is going to be reas- 
signed sometime soon. Is Colonel Scurlock going to replace you? 

Major Garcia. Yes, sir. 

Mr. Morcan. We have a number of documents noted in the contract 
file, Mr. Chairman, that we would like to get copies of from the Air 
Force. We will indicate these to whomever the general designates. 
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On the receipt of those, at a later date, we will discuss those with 
him. 

Mr. Howitrrevp. Mr. Minshall? 

Mr. MinsHauu. Yes, sir, Mr. Chairman. I am sorry I didn’t get 
here in the first few minutes of this meeting when you made your 
opening statement, specifically with reference to the situation that 
arose yesterday. I would like to have you consider striking from the 
record certain statements that were made yesterday that might re- 
flect somewhat by innuendo or inference to the skulduggery on per- 
haps the part of some of the Air Force personnel, specifically on 
pages 151, 152, 155, 157. 

Mr. Ho.irtetp. We will take that matter up in executive session 
with the members of the committee and consider it. 

Mr. Mrnswatx. Thank you very much. 

Mr. Hotirtetp. I thought my opening statement was very clear that 
no innuendo was intended. 

Mr. Minsuauu. On that point, Mr. Chairman, I beg humbly to dis- 
agree with you. 

Mr. Hotirtevp. All right. If there are no further questions, the 
committee will be adjourned. 

(Whereupon, at 4:28 p. m. the subcommittee adjourned, subject to 
the call of the Chair.) 


94005 57 —19 
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TUESDAY, MARCH 26, 1957 


House or REPRESENTATIVES, 
SuscoMMITTEE ON MiniraRy OPERATIONS OF 
THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met at 10 a. m., in room 1501-B, House Office 
Building, Hon. Chet Holifield (chairman of the subcommittee) pre- 
siding. 

Pound : Representatives Holifield, Griffiths, and Lipscomb. 

Also present: Herbert Roback, staff director; James F. Eckhart, 
counsel; Earl J. Morgan, investigator; Carey Brewer, senior defense 
specialist ; and Robert J. McElroy, investigator. 

Mr. Ho.irrevp. The subcommittee will come to order. 

At previous hearings on the Air Force procurement of rocket 
launchers, several questions were raised which makes it necessary to 
obtain further testimony from the Air Force. I will indicate briefly 
the major points to be covered, although testimony will not neces- 
sarily be limited to those points. 

(1) The interrogation of Captain Thurman and Irving L. Babbitt, 
president of Century Industries Corp., concerning their discussions of 
possible procurement of rocket launchers from that company upon 
the termination of the Weatherhead-Polan contract, indicated some 
apparent differences of understanding. Mr. Minshall requested that 
further testimony be taken from Mr. John Gibbs and Mr. E. M. 
Gabel, who participated with Captain Thurman in the discussions 
with Mr. Babbitt. These two gentlemen are here today and are avail- 
able for questioning by the subcommittee. 

(2) Mr. Minshall objected to what he considered were innuendoes 
of wrongdoing on the part of Air Force personnel when a staff mem- 
ber asked whether any Air Force witnesses ever had been told by Navy 
personnel in the Bureau of Aeronautics to stay away from Century 
Industries Corp. in rocket launcher procurement. This question by 
the staff did not intend to convey any accusation of wrongdoing. The 
subcommittee is trying to find out, among other things, whether any 
of the difficulties encountered by Century Industries Corp. in the Air 
Force procurement, which were the subject of complaint before this 
subcommittee, were based on representations made by Navy personnel. 

There is nothing necessarily wrong in such representations by the 
Navy to the Air Force. We merely want to know if any occurred. 
The staff question was based on a recollection of a document in Air 
Force files, not then in possession of the subcommittee, reporting a 


281 








282 AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 


conference or discussion between Air Force and Navy personnel con- 
cerning Century Industries Corp., among other matters. 

A search of the Air Force files made available to the subcommittee 
disclosed several memorandums written by John C. Powell. Copies of 
these memorandums are available to the subcommittee members. The 
documents indicate that certain statements were made by Mr. Lee 
Morgan and Mr. Jake Campbell, and possibly others, of the Navy 
Bureau of Aeronautics concerning the Navy experience with Century 
Industries in rocket launcher procurement and that certain sugges- 
tions were made to the Air Force. The author of the memorandums, 
Mr. Powell, is here today and available for questioning by the sub- 
committee. 

(3) Staff study of documents submitted by the Air Force at the 
end of the last hearing, disclosed that the Air Force, through Captain 
Thurman, ordered an investigation of complaints on the part of an 
official of the Weatherhead Co. that the Cleveland Container Co. was 
holding up delivery of launcher tubes to both the Air Force and 
Navy contractors in order to place itself in a more advantageous 
price position, and to amortize certain expansion of Cleveland Con- 
tainer plant facilities for both Navy and Air Force work by means 
of the Weatherhead purchases. 

It was also indicated in Mr, Babbitt’s testimony that tubes manu- 
factured by Cleveland Container Co. were required specifications in 
the present Navy contract with Be-Ge Co. for 19-round launchers. 

In view of the serious allegations in Captain Thurman’s report 
of a conference with Weatherhead and his requested investigation of 
this matter by Mr. James Weir of the Cleveland air procurement dis- 
trict, both Captain Thurman and Mr. Weir have been asked to appear 
and give the subcommittee the benefit of their findings. 

I may add that Cleveland Container Co. has been invited to appear 
and make a statement if it cares to, and the same opportunity has 
been extended the Weatherhead and Polan companies, because all 
three of them have figured in these hearings. : 

(4) In previous testimony, General Thurman said he was under 
the impression that the matter of proprietary rights asserted by Cen- 
tury Industries in selling MA-3 rocket launchers to the Air Force was 
not left “hanging in the air” when the contract was entered into. The 
Air Force files contain a document recording the contract negotiations 
of Mr. Babbitt and Mr. Powell as Air Force buyer in a conference 
at Wright Field preceding the formal contract. Mr. Powell is here 
today, as I stated earlier, and is available for questioning by the 
subcommittee. 
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TESTIMONY OF COL. E. H. WILSON, CHIEF, AERONAUTICAL EQUIP- 
MENT DIVISION, HEADQUARTERS, AIR MATERIEL COMMAND; 
ACCOMPANIED BY CAPT. C. E. THURMAN, HEADQUARTERS, AIR 
MATERIEL COMMAND; JOHN GIBBS, CONTRACTING OFFICER, 
AERONAUTICAL EQUIPMENT DIVISION, AIR MATERIEL COM- 
MAND; EDWARD M. GABEL, BUYER, AERONAUTICAL EQUIPMENT 
DIVISION, AIR MATERIEL COMMAND; JOHN C. POWELL, BUYER, 
AERONAUTICAL EQUIPMENT DIVISION, AIR MATERIEL COM- 
MAND; AND WILLIAM E. POLLOCK, PRODUCTION SPECIALIST, 
PROCUREMENT AND PRODUCTION, UNITED STATES AIR FORCE 


Colonel Wirson. Sir, Mr. Weir is not here today. We will en- 
deavor, through Captain Thurman, to answer the questions of the 
committee as well as we can. Mr. Weir is now in California, We 
were not able to make the necessary arrangements to have him here. 

Mr. Hottrrevp. Very well. 

Mr. Rorack. At the previous hearing Mr. Minshall requested the 
appearance of Mr, Gibbs and Mr. Gabel. They might therefore give 
us the benefit of their understanding about the purpose and nature 
of the meeting with Mr. Babbitt. 

Mr. Gabel. 

Mr. Gasex. At this meeting which we held, to the best of my recol- 
lection, the purpose of the meeting was to make the contract. We 
were aware we were going to submit a request for proposal. We 
wanted to know how we could act in the event we were to decide to 
prepare these items. Nothing was implied that we were going to 
award a contract. 

Mr. Ropack. Why do you say, Mr. Gabel, that nothing was implied ? 

Mr. Gaset. I say that because in our conversation we did say that 
what we were doing was finding out, first, if the contractor could make 
the deliveries if we had to buy this item real quick, could he give us 
these deliveries. We did say that no expense was to be incurred by 
the contractor. 

Mr. Ronack. Mr. Minshall was interested in the question of whether 
there was any direction to Mr. Babbitt to expend or not to expend 
funds. There was some discussion in the record at the last hearing 
as to whether Mr. Babbitt understood, or whether he was advised by 
Captain Thurman, not to do anything other than to talk about this 
thing, or whether it was the other way around. 

There is nothing in the record of the conversation prepared by 
Captain Thurman which says anything about that. That came in 
a subsequent telegram. That telegram said this is not an order to 
expend goods but it also advised the prospective contractor that a 
proposal was requested. 

Is it not a fact that as a matter of ordinary routine precaution, when 
you discuss or deal with a prospective contractor, you tell them, “This 
is not an order to go ahead”? That comes in a written document? 

Mr. Gasew. That is right. 

Mr. Rosackx. What other observations do you have on that? 

Mr. Ganev. To the best of my recollection we were interested in 
deliveries if we would have to go out on these procurements. We 
wanted the contractor to inform us whether he could produce, and 








284 AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 


what knowledge he could give us on deliveries. We were more inter- 
ested in deliveries than anything else at the present time. 

Mr. E. Morean. May we rod into the record at this time that por- 
- tion of the telegram dated November 24, 1956, which is as follows: 


This inquiry does not constitute any authority to proceed with the manufacture 
or delivery of the supplies called for hereon pending receipt by the contractor of 
a fully executed contractual instrument. 


Continuing: 
A formal request for proposal will follow. 


Signed “Aeronautical Equipment Division.” 

Nothing is said here to the effect that the contractor shall not incur 
any expenses in preparing for this proposal. 

I suggest we insert this telegram in its entirety in the record at this 
point. 

Mr. Houtrtexp. It will be received. 


Los ANGELES, CALIF., November 24, 1956. 
CENTURY INDUSTRIES CorpP., 
San Pedro, Calif.: 

Text action CY Century Industries, Info Chief Losa Air Procurement Dist. 
MCEPEA-M-11 —-E Ref inquiry No PE-630825. Pursuant to the authority of 
Public Law 413 the USAF solicits your quotation for item 1—150000 each launcher 
rocket airborne type MA-3 in A/—Spec. Mil—L—25364 dated July 18, 1955 (USAF), 
item 2-Engineering data (original or revision) in A/W table 250. Terms and 
conditions (a) delivery 5,000 each February 15, 1957. 10,000 ea additional, 
March 15, 1957, 10,000 ea additional, April 15, 1957, and 15,000 additional each 
month thereafter until completion of contract; (b) License rights Paro forms 
9-7, 9-8, 9-10C.1 and 9-12; (c) packaging in A/W Spec. Mil—P-116B methods 
and unit quantities of 4 each rocket launcher shall be preserved in A/W method 
11B and packaged in a container conforming to spec, JAN-—P-108. Packing 
rocket launcher preserved and packaged ‘‘as above shall be packed in wood con- 
tainers.” Export type packing and shipping containers shall comply with 5B 
(7) 5B (—) and 5B (4). Squibs to be packaged in conformance to Spec MIL—C- 
124 type 111. This inquiry does not constitute any authority to proceed with 
the manufacture or delivery of the supplies called for hereon pending receipt 
by the contractor of a fully executed contractual instrument. A formal request 
for proposal will follow. 

AERONAUTICAL EQUIPMENT DIVISION, 
Commander AMC, Wright-Patterson AFB, Ohio. 


CY MCEPEA-M-11 —-E PE-630825 413 1-150000 MA-3 A/-MIL-L-25364 13 55 
2 250 5000 15 57 10000 15 57 10000 15 57 15000 B 9-7 9-8 9-10C.19-12 C MIL-P- 
116B 4 JAN-P-108 5B (7) 5B (—) 5B (4) MIL-—C-124 111. 

Mr. Rosack. I am at a loss to know what Mr. Minshall might want 
to pursue here, Mr. Chairman. 

Does Mr. Gibbs have anything to say about his understanding of 
the matter ? 

Mr. Giees. I don’t think I can say any more than what Mr. Gabel 
has already told you. The meeting with Mr. Babbitt was strictly 
exploratory in nature. We wanted to find out information with 
regard to what he could do in the way of deliveries, and he was em- 

hatically told that he should incur no cost as a result of this meeting. 
Tt was strictly a meeting which we, in the Air Force, were seeking 
information on. 

Mr. Rosack. Exploratory to see what the producer’s capability was 
and not exploratory as to whether you wanted to do business with 
him? 

Mr. Gress. No, sir. 
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Mr. Rosack. What is your response? What does “No, sir,” mean? 

Mr. Gress. I mean it was exploratory in nature, to find out his 
capabilities. 

r. Ropacx. To produce what you wanted. Is that right? 

Mr. Gisss. That is right, sir. 

Mr. Rosackx. Captain Thurman testified at the last meeting that he 
had a directive from General Thurman, and that directive was to 
accomplish the placement of this procurement. Do you have any 
doubts in your mind whether that was the mission or not? 

Mr. Gress. No, sir. 

Mr. Rogpack. You have no doubt about that; do you? 

Mr. Gress. No, sir. 

Mr. Rosack. I have no further questions on this point, Mr. Chair- 
man. 

Mr. E. Morean. If, as you state, Mr. Gibbs, this discussion took 
place, where you instructed Mr. Babbitt not to incur any expenses, 
why was that discussion not contained in the minutes of this meeting, 
which was reproduced in the presence of Mr. Babbitt, we are told? 

Captain THurMan. I wrote that in the presence of Mr. Babbitt and 
T have to admit it was an oversight on my part. 

Mr. Ho utrtetp. As a matter of fact, at that time you were not really 
concerned with that point. You were really concerned with facilitat- 
ing a contract to get an urgently needed item which had been delayed 
because of the default on the part of the original contractors for this 
item for many, many months, and this was the main thing that was in 
your mind. You were going forward in good faith an attempting 
to procure an additional source of satisfactory supply, were you not! 

Gaptain TuurMan. Well, Mr. Holifield, I admit that I thought in 
my own mind there was no question about the tone of these talks, 
because I felt that Mr. Babbitt understood they were exploratory in 
nature because I explained to him, I thought in such a way that he 
understood it, that should we buy them we certainly were interested 
in his best effort. This being true he was very much concerned, as I 
have testified previously, relative to menens of materials in aid of 
this nature and having him get started should we award him a 
contract. 

Mr. Houtrtevp. And you did tell Mr. Babbitt that you would assist 
him in getting those materials? 

Captain THurMaANn. I absolutely did. 

Mr. Rozack. May we proceed to the next point, Mr. Chairman? 
That concerns Mr. Powell. 

Mr. Powell, this contract with the Century Industries Corp. was 
entered into in October of 1954, was it not ? 

Mr. Powetu. That is correct. 

Mr. Rosack. We have a copy of a memorandum of the trip report 
dated November 26, 1954, in which, among other things, you endeavor 
to ascertain what the production experience of the Navy was with the 
Century Industries Corp. 

What was the purpose in trying to find out the performance capacity 
or capability of this producer after you had entered into a contract 
with finn ? 

Mr. Powe... The facilities survey team from the Los Angeles Air 
Procurement District had, I think, established disability prior to the 
contract. 
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Mr. Rosack. In what respect ? a 
Mr. Powe tt. As to both production and financial ability. 

Mr. Rosack. Mr. Chairman, at this point may I retroactively ask 
you to administer the oath to the witnesses and to have the testimony 
under oath? I think that was the intent from the carryover of the 
last hearing. 

With your permission I would like to have thisunderoath. __ 

Mr. Ho.irietp. Do you, and each of you, swear that the testimony 
you are about to give before this committee will be the truth, the whole 
truth, and nothing but the truth, so help you God ? 

Colonel Witson. I do. 

Captain Tourman. I do. 

Mr. Gress. I do. 

Mr. Gasew. I do. 

Mr. Powe tz. I do. 

Mr. Pottocr. I do. 

Mr. Rosacx. On what do you base your statement that the Los 
Angeles APD gave a negative report on production of Century 
Industries ? 

Mr. Powe. The report, as I remember it, was negative on finances. 

Mr. Ropack. Negative on finances and not production ? 

Mr. Powetu. That is correct, in June of 1954. 

Mr. Rogzack. Then did it not come about that this financial situation 
was corrected to the satisfaction of the Air Force and they let a 
contract ? 

Mr. Powett. That is right. 

Mr. Rosack. Why, a month or more after the letting of the contract, 
did you go to the Navy to find out what the performance experience 
of the Navy was with this contractor ? 

Mr. Powett. Shortly after the contract was awarded to Century 
Industries in October of 1954, I made a trip to Century Industries’ 
plant. This was the first week of November 1954. 

While I was there I noticed a rather large quantity of the Navy’s 
Aero 6—A launcher. 

I remembered during my several negotiations with Mr. Babbitt 
during the summer of 1954 that I had asked him specifically about 
his progress under his Navy contract. 

Mr. Rogack. What date ? 

Mr. Powetu. I would say during a month of the summer of 1954 
when we were negotiating the contract. 

Mr. Rorack. Did you have an impression during this month dur- 
ing the summer of 1954 that the performance record was poor? 

Mr. Powetx. No; I did not. 

See Was thet reflected in any document that you pre- 
pared 

Mr. Powe... To the best of my memory I cannot remember know- 
ing definitely whether Century Industries was performing strictly in 
accordance with the terms of their Navy contract or not. 

Mr. Ropack. You reported somewhere within the Air Force in a 
memorandum which is dated June 21, 1954, where you say, amon 
other things, with respect to this question of the negative financia 
condition at that time, you refer to the negative financial clearance. 
“This clearance was based upon a presently exceedingly weak finan- 
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cial condition as well as on a poor report as to performance for the 
Navy”. 

Where did you get that information in June of 1954 that the per- 
formance for the Navy was poor? 

Mr. PowE LL. Would it be possible for me to see that memorandum ? 

Mr. Rosack. Surely. 

Mr. E. Moran. I might also point out that this document is signed 
by Mr. W. B. Gould for Col. Ellis H. Wilson. 

Mr. Powe... I cannot remember exactly, but I would presume that 
this information came out of the financial report prepared by the 
Los Angeles APD and transmitted to the Finance Section at our 
headquarters. 

Mr. Rozack, At any rate, you were proceeding on the conveyance 
of information from somebody that there was a poor performance 
record. Then, nevertheless, and notwithstanding, the Air Force de- 
cided that this company was fit to produce an urgently needed item 
and a contract was signed ; then a month or more thereafter you pro- 
ae to the Navy in Washington to find out about the performance 
record, 

Can you tell us why you did that? . 

Mr. PoweELi. Subsequent to that piece of paper that you have there, 
the district did make another survey. At that time they believed 
that Century Industries had remedied their financial shortcomings, 
and they also gave a clearance on their production capacity. This 
would lead me to believe that Century Industries was then coming 
to the completion of their Navy contract. 

In this trip which I mention in the first week of November of 1954, 
I noticed these Aero 6—A launchers, a large quantity of them, sitting 
in the Century Industries’ plant. I asked Mr. Babbitt why they were 
sitting there, since I had presumed he had cleaned up the Navy contract, 
and he replied, as I remember it, that they were largely held up for a 
lack of shipping instructions from the Navy. 

When I returned to my headquarters I called the Bureau of Aero- 
nautics. I did not know the Navy buyer but I did know the project 
engineer, and for that reason I called him. 

Mr. E. Morean. Who was that individual? 

Mr. Powe tu. I believe his name was Lee Morgan, as I remember it. 

Mr. Rosack. Why did you call him? 

Mr. Powe t. I called him on the telephone. I wanted to inquire 
into why these launchers were still sitting there. 

Mr. Rosack. Was it your impression that he would have the re- 
sneer for the Navy procurement and decisions as to whether 
the launchers should be shipped or repaired ? 

Let me restate it. Did you understand Lee Morgan was the person 
to see on the Navy rocket launcher program ¢ 

Mr. Powretn. No. The reason I called Mr. Morgan was that I did 
not know who the individual was handling Navy procurement. I 
thought either he could find out this information for me or direct me to 
the present Navy buyer. 

Mr. Rozack. Why did you not call the Navy buyer instead of call- 
ing the man in the maintenance section ? 

r. Powetu. I had no idea as to who the Navy buyer was. 

Mr. Rozsackx. How did you know that you would find out from 

Lee Morgan what the situation was in Century Industries? Was it 
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ee understanding that Lee Morgan was the fellow to see about the 
avy procurement ? 

Mr. Powe... No, that was not my understanding. 

Mr. Rosack. Did somebody tell you to call him ? 

Mr. Powe... I knew from my talks with our own Armament Labo- 
ratory that they had conversed frequently with Mr. Morgan on the 
technical aspects of these launchers, and for a lack of any other name 
only I called Mr. Morgan. 

Mr. Rozack. What was the parpose of your visit to Century pre- 
ceding this visit to Washington ¢ 

Mr. Powett. I believe my trip report, of which you have copies, 
states that. To the best of my memory it was an assurance that the 
proper personnel of the Los Angeles Air Procurement District in the 
Century Industries met promptly and got together on whatever prob- 
lems might be outstanding in the performance of this contract. 

Mr. Rorack. Since the letting of the contract had you begun to 
get worried as to the capability of the producer ? 

Mr. Powetu. No; I did not. 

Mr. Rogsack. You were just making a routine precautionary in- 
vestigation to see that things were going all right ? 

Mr. Powe. That is correct. 

Mr. Rozack. Nevertheless, after you got there you say these launch- 
ers sitting on the floor and you went to Washington to find out what 
the score was. Isthat the idea? 

Mr. Powetu. That is correct. 

Mr. Rorack. You called Lee Morgan ? 

Mr. Powe... Yes, sir. 

Mr. Ropack. You made two reports of that contact in Washington; 
did you not? 

Mr. Powerit. Yes; I believe that is correct. My regular trip report 
was made and then a memorandum which I attached to it. 

Mr. Rosack. Why was the report made in two divisions? 

Mr. Powetxt. When I got to Washington and talked to Mr. Morgan, 
he explained about the disintegration that had occurred on several 
Century Industries Aero 6—A launchers. He stated that the Bureau 
of Aeronautics had not as yet definitely decided on what the causes 
were behind that disintegration. He gave me his personal guess, 
and he also stated that Century Industries did not agree with him 
and that they had their side of the story to be told yet. He was very 
fair in his presentation on this point. 

Mr. Rorsack. What bearing does this have, Mr. Powell, on the 
capacity of Century Industries to produce the MA-3 rocket launcher, 
some 80 of which had gone to operational tests at Eglin Air Force 
Base ? 

Mr. Powetxi. You mean the disintegration ? 

Mr. Roracx. What connection es the disintegration of these 
Navy launchers have with the production of the MA-3? 

Mr. Powerex. The launchers tested at Eglin were to the best of my 
knowledge more or less handmade models. The launchers which dis- 
integrated, the Navy launchers, were production models. 

Mr. Ropack. You were afraid after your discussion with Morgan 
that you might run into the same problem of disintegration? Is 
that the impression created ? 

Mr. Powe. That is right. 
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Mr. E. Morcan. Was this this same launcher being bought by the 
Air Force or was it a different launcher from the Navy launcher? 

Mr. Powetu. The Navy launcher was different in that it was a 
combined shipper launcher. In other words, it served pretty much 
as its own shipping container. It was heavier and stronger. 

Mr. E. Morcan. Was that the only difference ? 

Mr. Powett. Then there are differences in the matter of suspension, 
and as I remember it the wiring circuitry was different. 

Mr. Ropacx. What do you recollect that Morgan said as to the 
Navy position at that time ? 

Mr. Powe. On the disintegration and the causes of it? 

Mr. Rosacx. What problems were created thereby and what was he 
going to do about it ? 

Mr. Powetn. I believe Mr. Morgan said that from his study of 
the laboratory reports that they were wondering if it was not caused 
by an inadequate coating of plabtie used to fabricate the outer part 
of the container. 

Mr. Rosack. Mr. Powell, you as a buyer in the Air Force under- 
took upon your responsibility to discuss the problems of disintegra- 
tion of launchers and to be the investigator for the Air Force, you 
might say, on this matter. Why did you do that? Was not your 
job done when you bought ? 

Mr. Powe. My job never is done just by placing a contract. 

Mr. Rosack. Is it your job to police the contract as to whether, 
after you have let the contract, on the basis of information from 
the Navy Department there might be disintegration of launchers? 
Why did you as a buyer investigate the problem of the disintegration 
of launchers ? 

Mr. Powr.u. If I may go back a little bit, when I called Mr. Mor- 
gan, as I say I called him later because I knew of no one else there, 
Mr. Morgan said that he would not discuss the matter with me over 
the telephone inasmuch as he did not know me. I was just a voice 
on the telephone. 

He said if I would come in and present my credentials he would 
be willing to talk to me. 

I did not know at that time that I would get into a technical matter, 
but I did go in tosee Mr. Morgan. 

Mr. Ropack. You were not seeking that kind of information. He 
volunteered it ? 

Mr. Powe.u. I was just interested in why those launchers still 
were sitting in that plant in November. 

Mr. Rosack. After raising that question you were invited to a 
discussion of the problems of Century Industries with the Navy? 

Mr. Powe.t,. The reason those launchers were sitting there was 
that the Navy contract, as I recall it, required a certain number of 
launchers out of each lot to be sample tested. When these disinte- 
grated the Navy refused to accept shipment of the launchers that I 
saw sitting at San Pedro. It was for the reason that led to this 
disintegration problem that they refused them. 

Mr. Rozack. Will you answer the question of why you divided 
your report into two sections and why you stated that one of the 
reports should be held in confidence ? 

Mr. Powe.t. Mr. Morgan gave me his personal opinion that the 
launchers had an inadequate coating of plastic. He stated that they 
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had not as of that time had Century Industries’ formal reply, and 
there was a possibility 

Mr. Rosacx. Reply to what? 

Mr. Powstu. To the Navy’s request for Century Industries to ex- 
plain the failures. 

Mr. Rozack. Did you get an understanding that the Navy had re- 
quested Century Industries to explain the failures, a formal request ? 

Mr. Powe. Yes. 

Mr. Rosack. And that Century Industries had not responded to 
the request ? 

Mr. Powe tu. I had the impression that the request was recently 
made and they had not had a reasonable time within which to reply. 
For this reason Mr. Morgan did not say that Century Industries was 
in the wrong. I don’t believe he intended to go on record as saying 
that. 

When I returned to Wright Field I wrote the regular trip report 
which is required and which does receive a fair amount of distribu- 
tion within Headquarters, AMC. 

Knowing that possibly if I wrote this into my trip report about 
the disintegration that it might put a blot on the name of Century 
Industries when it was not deserved, I wrote the separate-—— 

Mr. Ropack. You were just conveying what you heard. You were 
not in a position to evaluate it, as it were ? 

Mr. Powe. That is correct. 

Mrs. Grirrirus. Had Century Industries ever made any success- 
ful launchers? 

Mr. Poweti. Yes, Madam. I know they made 40,000—this was 
the contract for 40,000 where they had a failure on this last launcher, 
and I believe they had a smaller contract for 5,000. 

Mrs. Grirrirus. Where they had made successful ones ? 

Mr. Powerex. That is right. 

Mrs. Grirrirus. For the Navy or Air Force? 

Mr. Powett. For the Navy. 

Mrs. GrirrirHs. What was the Navy inspection opinion? They 
had Navy inspectors there ? 

Mr. Powe. Yes. 

Mrs. Grirrirus. What was their opinion as to the failure ? 

Mr. Powe. I personally never talked to the Navy inspector. He 
was not in the plant at the time of my visit. 

However, after I found out about the disintegration, I notified our 
inspector, the Air Force inspector, and asked him to talk to the Navy 
inspector. 

Mrs. Grirrirus. What did he say # 

Mr. Powe... I believe he did talk to him about the coating, and 
as I recollect the Air Force called the control people who kept a close 
eye on it. 

Mrs. Grirrirus. It is the business of the inspection department to 
see to it that those things are made according to the specifications 
that make them successful. Is that correct? 

Mr. Powe tt. [ would say it is a combination of quality control and 
to some degree the responsibility of the Wright Air Development 
Center. I notified them both. 
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Mr. Hotrrrevp. For your information, the lot of 5,000 which has 
been spoken of which remained on the floor of the producer, or 3,000 
launchers, I believe it was, had been inspected by the Navy inspector 
and they had the stamp of approval on them. They had been made 
according to their design and specifications. 

The element that was in controversy here was whether the test 
group of launchers from this particular lot had disintegrated after 

ring, tRat is the rear part of the launcher had disintegrated after 
the firing of the missiles to an inordinate degree. 

It was a determination of the size of the particles of the rear end 
of the launcher which in most instances did disintegrate, but it was 
a question of whether the sizes of these particles were too large or not. 
This was the technicality upon which, as I understand it, the failure 
to get instructions for shipping occurred. This was the Navy’s rea- 
son for not giving shipping instructions on an article which they had 
followed through manufacture and had stamped their inspector’s ap- 
proval on as having followed all design specifications. 

Mr. Rosack. You stated you wrote a separate confidential memo- 
randum because you did not want any unfair reflections to be cast on 
Century Industries. 

Mr. Powetu. That is correct. 

Mr. Rosack. What did Mr. Morgan say to you about the intention 
of the Navy? There is a notation in your memorandum that Mr. 
Morgan stated that if one more Century Industries sample failed his 
office was going to recommend junking all 40,000 units made by that 
firm in the interest of safety. 

What was behind your statement which I just quoted? Does that 
mean they would junk all the units which had been produced and 
accepted as well as rejected ? 

Mr. Powett. I believe he stated that any further failures would 
reasonably cause the Bureau of Aeronautics to doubt if any of those 
40,000 were safe items for-the launching of rockets and they most 
certainly were sure they would not get into operational use at least. 

Mr. Rorsacx. When was the production completed on that contract? 
Do you know ? 

Mr. Powett. On the Navy contract? 

Mr. Rosack. Yes; the 40,000. 

Mr. Powett. This is just a guess. I believe Mr. Babbitt said it was 
July or August of 1954. 

Mr. Rosack. July or August, and here it is November of 1954 and 
you are recording Mr. Morgan saying they will junk all 40,000 units if 
one more fails. Were you unaware that the contract was completed 
as of that date? 

Mr. Powext. I honestly cannot remember if I was aware of it. I 
think what he referred to was that if they pulled additional samples 
and they failed, not that there were more units being made possibly. 

Colonel Witson. I don’t believe the contract had actually been 
completed because there were still these quantities undelivered on the 
floor of Century Industries. 

Mr. Rosack. I was not talking about the contract being completed 
but production being completed. The question I asked was to get 
some enlightenment for the subcommittee on what you understood 
Mr. Morgan to mean when he said that the Navy would recommend 
junking all 40,000 units made by that firm in the interest of safety. 
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In other words, even those that had passed under the Navy testing 
ee might be junked. Is that your understanding of what 

ee from what was told you? 

r. Powrtn. Perhaps my wording was ill-advised. It was my 
understanding that they would most certainly see they were not used 
in actual flight. As to whether he meant junking in the real sense of 
the word, I would hesitate to put that meaning in his mouth. 

Mr. Ropack. In other words, he conveyed to you that in view of the 
problems that he said were experienced, the Navy might put this out 
of commission so far as Navy use was concerned ? 

Mr. Powe .. I believe so. 

Mr. Rogack. Did that statement impress you as a serious statement 
about the performance of the company ? 

Mr. Powetu. It impressed me as being very serious. 

‘ pee, Grirrirus. How long did the Navy contract run? Do you 
now ? 

Mr. Powety. I did know. I have forgotten. 

gers. GrirFiTHs. Would it have been a month, a week, a year, or 
what ! 

Mr. Powett. Oh, no; I would say approximately a year. This is 
just from memory. 

Mrs. Grirrirus. And they made 40,000? 

Mr. Powe tt. I believe that is correct. 

Mrs. Grirrirus. How many of them did they have to make before 
they tested one? 

Mr. Powetwt. Mr. Roback, doesn’t my trip report show that? 

Mrs. Grirrirus. Would they test one in a thousand ? 

Mr. Powe tt. I believe I wrote that into my trip report, the number 
of samples that were pulled from a lot of 500 or 1,000. 

Mr. Rozack. They come in lots of 502, of which a sample of 2 are 
pulled for testing. If those samples fail they pull four more. If 
any of those fail, then they reject the lot of 500. 

Mrs. Grirrirus. So they had run these tests and accepted all of 
them ? 

Mr. Powetx. All but 3,000. 

Mrs. Grirrirus. You understand all that as a purchaser, don’t you? 

Mr. Powerit. How do you mean? 

Mrs. Grirrirus. You know they go through all these procedures, 
don’t you? 

Mr. Powr.u. I know that the Air Force does, and I presume the 
Navy would, too; yes. 

Mrs. Grirrirus. How much were they paying per unit, do you 
know ? 

Mr. Powerex. For the Navy launcher? I believe Mr. Roback has 
that. 

Colonel Wizson. $45.50. 

Mr. Rorack. Mr. Powell, why did you as a buyer for the Air Force, 
on a particular Navy contract, after that contract was completed, go 
to the Navy to find out what the comparative performances were of 
the three Navy contractors? 

Mr. Powetu. Under the Century Industries contract the Govern- 
ment, or more specifically the Air Force, was to receive the drawings 
of Century Industries. 

Mr. Ropack. I didn’t hear you. 
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Mr. Powe. Under the contract awarded Century Industries the 
Air Force was to receive Century Industries’ drawings covering the 
MA-3 launcher. I had in my possession the requirement for substan- 
tial additional quantities of launchers which I at that time intended 
to procure competitively on the basis of the Century Industries’ 
drawing. 

Since I was going into BuAer, I knew they had these 3 production 
contracts for 40,000 units, and just as a matter of curiosity I asked 
Mr. Morgan about the comparative performances of these 3 firms 
on the three 40,000 unit contracts. 

Mr. E. Morean. In your memo here you state under item 3, Pur- 
pose : 


The main reasons for this visit were to get BuAer’s opinion on: (@) the com- 
parative performances of Century Industries Corp., Cincinnati Industrial Fin- 
ishing Co., and Radiant Manufacturing Corp. on their contracts for BuAer’s 
Aero 6A launcher. 


By your putting this at the top of your reasons for going to BuAer 
you could not place any significance in relation to the other purposes 
for your visit ? 

Mr. Powe... No, sir. Probably it was the first one in my mind as 
I wrote the report. I didn’t mean it was the prime reason or the 
most important. 

Mr. E. Morcan. Let me read the other four purposes: 

(b) Other rocket launcher manufacturers such as Century Engineers, Inc., 
and Multitek Co. 


(c) Possibility of the Navy’s withdrawing its facilities from Century Indus- 
tries upon completion of the BuAer contract. 


(d) The possibility of Century Industries obtaining a patent on the Smiley 
launcher. 

In none of these four items or lists of purposes for which the visit 
was made to BuAer do you mention the report on the previous per- 
formance by Century on their Navy contract or the information that 
you received on your previous trip. 

Mr. Powetx. You mean I did not refer to the disintegration ? 

Mr. E. Morecan. You do not refer to it in item 3 here, “Purpose.” 
The main reasons for this visit were to get BuAer’s opinion on the four 
things I stated. 

Mr. Powe tt. I believe I stated earlier that I made a separate mem- 
orandum which was held more or less in confidence which covered the 
disintegration. 

If I had enumerated that in the trip report, which does receive 
considerable distribution, there would have been no purpose for the 
separate memorandum. 

Mr. E. Morean. You say this information came to your attention 
on your trip in early November to the Century Industries plant in 
California. Why was this not mentioned in your trip report of 
November 10 which was on that particular trip ? 

Mr. Powetu. This is a trip report which does receive distribution 
that you are talking about ? 

Mr. E. Morean. Your trip report of November 10, 1954. You list 
the firms visited, Century Industries Corp., San Pedro, Calif., Pack- 


meyr Corp., Los Angeles, Calif., and Centurv Engineers, Inc., Bur- 
bank, Calif. 
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Mr. Powerit. May I come up and see that ? 

Mr. E. Morean. Yes, sir. 

Mr. Powetu. I gather you refer to the fact I saw the Aero 6A 
launcher sitting in their plant? 

Mr. E. Morean. I refer to your trip report specifically. You stated 
in your November 26 trip report that ae a recent trip to the west 
coast certain information was received by the buyer concerning Cen- 
tury Industries Corp. performance on a contract for the Navy’s type 
Aero 6A rocket launcher. 

You are referring to your earlier trip report here but nothing is 
mentioned in your earlier trip report of November 10 about this infor- 
mation. 

My question was why it was not contained in this trip report at 
that time if you saw these launchers there setting on the floor and 
you were suspicious or curious. Why didn’t you mention it in this 
trip report ? 

Mr. Powe... I did speak to my superiors about it. I guess perhaps 
it was mostly an oversight on my part that I did not mention it there. 
We agreed in our verbal discussions that we should contact BuAer to 
verify Mr. Babbitt’s story, that they were merely awaiting shipping 
instructions. 

Mr. Rosack. Why was one of your missions to Washington to find 
out the status of the patent application, if any, of Century Industries? 
Is that the function of a buyer ? 

Mr. Poweti. That was a side purpose actually. At the time I went 
to BuAer there was no definite decision, I believe, or opinion in my 
hands that the Air Force did have the rights to the MA-3 drawings 
under the terms of the 9-4 patent and royalty articles. 

Mr. Rozacx. Did you not come to an agreement with Century before 
the contract was signed that this matter would be left to the judge 
advocate and patent attorneys and those who were set up to pass upon 
such things? 

Mr. Powetu. That is correct. I was merely gathering information. 

Mr. Rozpack. You were armed with a broad mission to gather infor- 
mation on possibilities for new procurement, is that what you said? 

Mr. Powetu. I had that in the back of my mind. 

Mrs. GrirrirHs. Whose drawings were these? 

Mr. Ropacxk. These were drawings by the Century Industries Corp. 
They had a contract which was signed with the Air Force for the pro- 
duction of 100,000 launchers. 

This question has come up before, Mrs. Griffiths, and I will ask 
Mr. Powell, who was the buyer and in effect negotiated the contract, 
about this. 

In the light of testimony previously received, namely, the part 
concerning General Thurman and other Air Force witnesses as to 
whether the proprietary rights matter was left hanging up in the air, 
is it not a fact, Mr. Powell, that the proprietary rights issue was left 
hanging up in the air? 

Mr. Powretx. As I remember it there were doubts. 

Mr. Ropack. There is no question about that. It was left hanging 
up in the air. It was put over to a later time, was it not? 

Mr. Powe. Until such time as Century Industries would contest 
our right to use those drawings. 
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Mrs, Grirrirus. May I ask under those circumstances would that 
not have made the greatest conceivable difference in the price? To 
it with anybody else could have subjected you to a tremendous 

awsuit. 

Mr. Powe. Mrs. Griffiths, let me say I am not a patent attorney. 
It was my understanding at that time that this was a very urgent re- 
quirement. If we took the position as to these drawings under the 
article I mentioned, there was a possibility that Century Industries 
could assert their claim that there were proprietary rights. However, 
the urgency remained, and if necessary we would go out on procure- 
ment competitively and I think the law provides that the Government 
may do this and any lawsuits will be directed against the Government 
rather than against the Government manufacturer. 

Mrs. Grirrirus. I know that, but in that way the taxpayers would 
pay for the whole thing. 

Mr. Powe tu. I believe that would be correct, Madam. 

Let me say again, urgency required this. 

Mr. Hortrrevp. This was a matter of contention as to whether they 
actually had the patent rights or whether those patent rights had 
been hypothecated by the producer to the Government in the original 
Navy contract. 

It involves quite a technical question which later on was resolved 
by the Patent Office in favor of the producer. 

At this time it was a matter of controversy and I think Mr. Powell’s 
answer was correct, that the urgency involved caused them to go ahead 
and they set this aside as the matter to be established legally later on. 

Colonel Witson. Further on that same subject, sir, we did not 
have Century Industries’ drawings at the time the contract was let. 
As part of the contract these were to be furnished to the Government 
at a later date, so nobody could pass at that time as to whether they 
had any patent rights or not. 

Mr. Hourirtetp. And there was also the question of whether the 
Navy launcher, in which undoubtedly the Navy had some patent 
rights, was the same launcher as the launcher bought by the Air Force 
which the producer claimed was a different and improved launcher. 

Colonel Wirson. Right. 

Mr. Houtrrevp. His contention later on was sustained, that this 
was a different and improved launcher and he was granted a patent 
just as late as this last December on this particular item bought by 
the Air Force. 

I believe I am right on that, am I not? 

Colonel Witson. I believe that is correct. I do not know what the 
patent contains. 

Mr. Hotirtexp. I do not, either. 

Colonel Witson. What Mr. Powell was specifically after, Mrs. Grif- 
fiths, was the background rights that the Navy might have obtained 
in their procurements for the various launchers that they did buy. 

Mrs. Grirrirus. I would think a purchaser would have a legiti- 
mate right to inquire into patent rights because it makes a differ- 
ence in the price. 

Mr. Ropack. Was any consideration given by the Air Force, when 
they put that matter aside, as to whether in putting this out to com- 
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petitive procurement they were exposing prospective producers to 
lawsuits ¢ 

Mr. Powe... No, sir. It was my understanding that the Govern- 
ment would be exposed to the lawsuits and not the producers. 

Mr. Rogsack. That was your understanding ? 

Mr. Powe tu. Right. 

Mr. Rosack. You had that backed up at that time by advice of 
counsel ? 

Mr. Powe. I had received this understanding from talks at vari- 
ous times with lawyers in the Judge Advocate’s office. 

Mr. Rosack. Is not the sequence this: That you wanted that 
launcher urgently. You also wanted to reserve the largest part of 
that for competitive procurement. To do that you needed the draw- 
ings. To get the drawings you had to enter into a contract. So the 
thing to do was to sign up the contract, get the drawings, and write 
itup. Is that not what the sequence was? 

Mr. Powe.u. Yes; I would say that was the sequence except I 
would like to make one modification of that statement. The primary 
reason I believe for the contract was the urgency for those units. 
Secondarily, we hoped to pick up the rights to use those drawings. 

Mr. Rosack. So the substance of your testimony is that that issue 
so far as proprietary rights are concerned was left hanging up in the 
air, is it not? I want a “yes” or “no” answer to that question. 

Mr. Powetu. Yes. 

Mr. Rosack. With your permission, Mr. Chairman, I might read 
for the record a document summing up negotiations before the con- 
tract was formalized. This document is signed by Mr. Powell and it 
is the report of meetings of September 9 and 10, 1954, with respect to 
what in the jargon of the Air Force is called the PARO forms. ‘This 
has to do with patent and royalty matters. Mr. Powell says: 

Mr. Babbitt agreed to accept these forms, because he feels that the Govern- 
ment will obtain no rights to have other firms produce this launcher without 
a license from CIC. Mr. Babbitt and the buyer agreed to discuss the point no 
further, as any future dispute on this matter would be handled by the Staff 
Judge Advocate General and CIC’s legal counsel. The buyer verbally notified 
Lt. G. N. Henderson, MCJPC, of this matter. Lieutenant Henderson stated 
that, under certain conditions, Mr. Babbitt’s claim may be valid; however, under 
existing regulations, MCJPC cannot specify a more stringent PARO form. 

We will go back to the trip report. You were then trying to find 
out whether the contractor was following up on his view of this 
proprietary right matter and to find out whether he was going to file 
a patent. What was the purpose of your finding that out? Why 
did you want to find that out? 

Mr. Powe.u. In November of 1954 we had not as yet received any 
of the Century Industries’ drawings. Knowing that I was faced with 
a future procurement I was anxious to find out as much as possible 
whether the legal people thought that he could enforce his claim. 
Talking with them, they stated that they could examine any draw- 
ings the Government had received on previous launchers, that to make 
a firm opinion on the matter they would need either the Smiley 
launcher itself or the drawing. 

Mr. Rosack. Mr. Powell, what bearing does your investigation of 
patent rights have on whether you were going to get the drawings? 
Did you want the drawings to be handed to you under the contract ? 
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Mr. Power tt. I said to get the rights to the drawings. 

Mr. Ropack. To get the rights to the drawings. 

Mr. Powett. Right. 

Mr. Rozack. Why were you investigating the question of the rights 
to the drawings? Your mission was accomplished. 

Mr. Poweut. I was not investigating them myself. I was just 
gathering information to transmit to the judge advocate. For this 
reason I asked the BuAer people if they were familiar with the 
Smiley and if they thought there were any appreciable technical in- 
novations. 

Mr. Rosack. Whom did you talk to and what did they say ? 

Mr. Powe tt. I believe it was Mr. Morgan and Mr. Campbell, again. 
I think they said that they were not too familiar with the Smiley but 
from what limited knowledge they had of it they did not know of a 
patentable innovation. 

Mr. Rosack. Did you ask them whether they had ever tested the 
Smiley ¢ 

Mr. Powe.t. I knew he had not tested it. I felt pretty sure of 
that. They said that they had not any real close knowledge of the 
Smiley. 

Mr. Houiriretp. The so-called Smiley was the second launcher and 
not the launcher that the Navy procured ? 

Colonel Witson. The MA-3. 

Mr. Hottrtecp. It was a kind of trade name, I think, applied to it. 

Mr. Powerex. The Smiley launcher became the MA-3. 

Mr. Houtriecp. It became the Air Force launcher. 


Mr. Rosack. You reported in your confidential trip report as fol- 
lows, Mr. Powell: 


Neither Mr. Morgan nor Mr. Campbell claimed to be very familiar with the 
Smiley launcher; however, both believed that from what they know of Smiley 
there were little or no grounds upon which a patent could be based. Mr. Morgan 
cited the fact that the Navy had obtained both background and foreground 
rights on the Aero 6A launcher from Century engineers. BuAer also bought 
the necessary equipment to adapt the Aero 6A to USAF mountings, thus mini- 
mizing the possibilities of a patent being based on that feature. BuAer was 
not interested in Smiley. 

The question is, on the basis of that information which was con- 
veyed to you did you advise anyone in the Air Force and was any 
opinion, legal or otherwise, based upon your advice that there was 
no important difference between the Smiley or the MA-3 and the Aero 
6A or the Navy launcher ¢ 

Mr. Powerit. This is purely from memory. I think I probably 
talked to JAG about it when I returned from Washington. How- 
ever, the decision which was later made or the opinion by JAG was 
not founded on what I said but was founded upon an actual compari- 
son of the Smiley drawings and the drawings of the previous 
launcher. 

Mr. Ropack. You are testifying that no opinions were rendered 
by JAG on the basis of what you said? 

Mr. Powetx. I believe I am correct in stating that. 


Mr. Rosack. In other words, your information was checked over 
again. 
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Colonel Wizson. I believe that is correct, sir. There is, I believe, 
in the files that you have gone over a disposition form dated the 28th 
of December which is from the JAG which says: 

It is the opinion of this office that the Air Force is free to issue requests for 
proposals without limitation and may use the drawings of Century Industries 
submitted for this purpose. 

There is more if you wish. 

Mr. Ropacn. That was based upon the JAG comparison of the 
characteristics that they had and not on the report of Mr. Powell. Is 
that the testimony ? 

Mr. Powe t. I believe that is correct. 

Colonel Wirson. I believe that is correct. However, this is purely 
hearsay. This is an interim document, of course, which has been 
given to us. It appears to open the door com letely for negotiation. 

Mr. Rozack. You also report in your confidential trip report, Mr. 
Powell, that— 


Commander Harvey, BuAer buyer— 

who presumably was your counterpart— 

was contacted concerning the rumor that BuAer had written a letter to AMC 
procurement personnel which disclosed BuAer’s experience on the 3 Aero 6A 
launcher concracts and bid prices received on BuAer IFB for an additional 50,000 
Aero 6A launchers. 

What was the rumor that you understood and why were you trying 
to run it down? 

Mr. Powetxt. As I remember subsequent to my trip or around in 
early November of 1954 I talked at various times with the competitor 
of Century Industries. They were in our office regularly. 1 think 
some of them made the statement that the launchers in the San Pedro 
plant were defective or something was wrong and that the Navy was 
writing me a letter on it. 

Mr. Ronack. T hey told youthat? Whotold ee that ? 

Mr. Powett. You mean which firm exactly ? 

Mr. Rosack. Which competitor of Century told you that the Navy 
was writing you a letter on alleged deficiencies in Centuries’ per- 
formance ? 

Mr. Powe tu. I do not believe I can recollect. 

Mr. Rogackx. Who would the competitors possibly be ? 

Mr. Powett. Well, let us see. As I remember there was Norris- 
Thermador, of course Century Engineers, Multitek, Pachmayr 

Mr. E. Morean. These are not competitors for the Navy or Air 
Force launchers. None of these companies that you mention have ever 
had a production contract for a plastic impregnated paper launcher ; 
have they ? 

Mr. Powet. I have used the term “competitor” loosely. I mean 
that they were in the rocket-launcher field and that they were carrying 
on the development either on their own or possibly with Government 
funds in the development of rocket launchers. 

Mr. Rogack. Do you have a business list which would indicate who 
they were? 

Mr. Powerit. Do you think that would be available, Colonel, from 
the Contractors’ Relations? Do they carry a record back that far? 

Colonel Wirson. I have no knowledge. 




















AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 299 


Mr. gaat Why would these competitors be contacting you, Mr. 
Powell? 

Mr. Powe t. I believe that they were all aware that the Air Force 
had adopted the 2.75-inch Mighty Mouse rocket. I believe they were 
reasonably familiar with our aircraft and the type of suspension. 
They probably knew that the Air Force would have to procure rocket 
launchers sometime. Consequently they were in our offices fairly 
regularly as I remember it. i 

Mr. Rosack. Since you were interested in the Navy information on 
this point, you inquired of the Navy with regard to it. Since, accord- 
ing to your report, no one knew of it, you in substance sought the in- 
formation that you were interested in getting by personal conference 
or contact. Is that not right? 

Mr. Powett. It was just a rumor and I thought I should check on it. 

Mr. Rosack. You got the whole story in personal conference with 
Morgan and Campbell ? 

Mr. Powe tt. I believe I talked to them and to the Navy buyer both 
about that. They all said they had no knowledge of any such letter. 

Mr. E. Morean. Mr. Powell, the four companies that you men- 
tioned before were primarily interested in the field of research and 
development; were they not? Has that not been their past history, 
as far as rocket launchers are concerned ¢ 

Mr. Powetx. Century Engineers I would say at that time was defi- 
nitely a research and development type firm. Multitek, as I remem- 
ber, was somewhat a combination of both. I think that they 
subsequently got a production contract for the MA-2 launcher. 

Mr. E. Morean. A production contract or a limited production 
contract ? 

Mr. Powretut. I am not sure. I did not award it. Whoever 
awarded it could probably tell you. 

Pachmayr was interested in the development primarily, as I re- 
member it, of a nonexpendable rocket launcher. 

Mr. E. Morean. I think you can say that the past history of these 
other companies had been primarily in the research and development 
field, had it not? 

Mr. Powett. Yes; but I believe that Mr. Linden indicated a desire 
to get into the production side of procurement if they could. 

Mr. E. Morean. What other companies interested in the production 
field with previous experience in the production of rocket launchers 
contacted you during this time? 

Mr. Powe tt. I believe Cincinnati Industrial Finishing visited my 
superiors sometime prior to the reorganization of our directorate on 
the 1st of August 1954. 

Mr. Rozack. Mr. Powell, do you want to try to recollect—you are 
under oath—who told you from an outside source that Navy was 
going to write you a letter? 

Mr. Powe xt. I cannot definitely say that I know. 

Mr. Rosack. All right. We will proceed to another point. 

Mr. E. Morcan. You mentioned Cincinnati Industrial Finishing 
Co. Was there any other company interested in producing rocket 
launchers for the Air Force that contacted you at approximately this 
time ? 
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Mr. Power. At what time are we talking about now? 

Mr. E. Morean. The time that you mentioned that you received 
this rumor or this statement that the Navy was going to write you a 
letter on the performance of these companies. 

Mr. Powe t. I believe Radiant Manufacturing Corp., talked to my 
office. 

Mr. E. Morgan. But you had no contact with anyone from these 
two firms 

Mr. Powerex. Personally ? 

Mr. E. Morean. Personally. 

Mr. Powe... Not until around November 30, as I recollect. 

Mr. E. Morean. When did you have contact ? 

Mr. Powetx. Pardon ? 

Mr. E. Morcan. When did you have contact ? 

Mr. Powrety. About November 30 Mr. Knoebel, I think his name 
is, of Cincinnati Industrial came to our headquarters. 

Mr. E. Morcan. Who contacted you from Radiant ? 

Mr. Powe tt. I believe his name was Jacobs or Jacobson; Seymour 
Jacobs or Jacob Seymour. 

Mr. E. Morean. Do you want this committee to understand from 
what you have said that they did not contact you to your recollection 
until sometime late in November, that is, neither of these 2 companies 
gave you this information that the Navy was going to write you a 
letter on the performance of these 3 companies specifically ? 

Mr. Powett. I am fairly sure that it was neither of them. 

Mr. E. Morean. Why would any other company be interested in 
mentioning to you the performance of Century Industries, Cincinnati 
Industrial Finishing, and Radiant if it was not 1 of these 3 companies? 

Mr. Powe... I do not know why they did. They were competitors, 
as I say. 

Mr. E. Morean. Do you want us to understand that it was someone 
from one of these other companies that you have listed and not some- 
one from CIF or Radiant ? 

Mr. Powett. I believe that would be a fair statement, that it was 
not anyone from either of those firms. I do not believe that I per- 
sonally talked to any representative from either firm until late Novem- 
ber of 1954. 

Mr. E. Morean. You recall the statement made to you and your 
followup to that statement, yet you cannot recall the person who made 
that statement to you or the company that they represent; is that 
right ? 

Mr. Powerit. No; I donot. 

Mr. Rosack. But you are testifying that somebody did tell you 
that. You cannot recall who but somebody did tell you that a letter 
would be written; is that right ? 

Mr. Powe... Yes. 

Mr. E. Morgan. You say this was a person from industry and not 
someone from the Navy? 

Mr. Powetw. I am pretty sure it was an industrial competitor. 

Mr. E. Morean. Mr. Powell, you say in your confidential report of 
the trip that the Bureau of Aeronautics was cooperative. Apparently 
that was a point to be noted. And they made some suggestions 
regarding future Air Force procurement. What were those sug- 
gestions / 
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Mr. Powett. I think they suggested that we make sure our testing 
was done prior to shipment under the terms of the contract. 

Mr. E. Morcan. Why did they insist on that? 

Mr. Powerit. Presumably because of the disintegration that they 
had. 

Mr. Rosack. In other words, that was based upon the recital of 
their experience with Century and dwelling. on the question of dis- 
integration ; is that right. 

Mr. Powe tt. Yes. 

Mr. Rosackx. What did they say in effect? Did they say “You had 
better be pretty careful about that company,” in substance ? 

Mr. Powett. As I remember, Mr. Morgan gave a very impartial 
statement. He said here is our trouble. 

Mr. Rosack. I am not asking you to characterize the statement. I 
am asking you what he said. 

Mr. Powe... I believe he said they had upped their sampling re- 
quirements. He suggested that we make sure that we have an ade- 


quate sampling plan or something to that effect. Is that not in my 
report there ? 


Mr. Ropack (reading) : 


The Bureau of Aeronautics people were quite cooperative in disclosing their 
experiences on rocket-launcher procurement. Test data were shown to the 
buyer, and some suggestions were made concerning future USAF procurement. 
Since the Bureau of Aeronautics did not want this information widely spread, 
it is not included in this report; it is compiled in a report maintained in 
MCPEA-M. Bureau of Aeronautics also disclosed bid prices on a present Aero 
6A procurement. 

You refer to this information in another report. Is that your con- 
fidential report that you are referring to? 

Mr. Powett. Yes. 

Mr. Rosack. Could that information be construed, as you testified, 
as being highly derogatory of the company ? 

Mr. Powe. Yes; I think it would be derogatory, and since the 
Bureau of Aeronautics did not say that that definitely was true and 
did not present it in that fashion, I made the confidential memoran- 
dum so it would not be circulated. 

Mr. Ecxnarr. May I inquire at this point? You indicated this 
was not to be circulated. After this meeting what did you do next 
on the trip to Washington ? 

Mr. Powett. I went to the Pentagon. 

Mr. Ecxnarr. With whom did you speak there, if anyone? 

Mr. Powett. Mr. Pollock and, I believe, probably his superior. 

Mr. Ecxnarr. Could it have been Major McWhirter? 

Mr. Powe tt. It could have been. I knew Major McWhirter. 

Mr. Ecxnart. He is mentioned in your trip report. 

Mr. Powerit. He is? Then evidently I talked with him. 

Mr. Ecxnarr. What did you discuss with him on that visit ? 

Mr. Powett. I believe that I mentioned this re a to him 
and told him that there was no definite proof yet. I think I told him 
that I was going to relay the word to our quality -control people at 
Los Angeles and have them be sure to keep their eyes open on the 
plastic dipping process. 

Mr. Ecxuarr. Did they recommend that this be further dissemi- 
nated in Air Force records ? 
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Mr. Powe... Beyond the Los Angeles personnel ? 

Mr. Ecxuart. Yes. 

Mr. Powe... I frankly do not remember. 

Mr. Ecxuart. You talked about it being disseminated to the con- 
tracting officer. 

Mr. Powerit. Naturally I would advise my contracting officer and 
also our administrative contracting officer. 

Mr. Ecxnart. You indicate in paragraph 9 of that same memo that 
the field personnel will be advised verbally by Mr. Pollock and Major 
MeWhirter. Will you elaborate on that, please? 

Mr. Powe t. I believe they said at that time that they were going 
to San Pedro. I asked them if they would tell this to these people 
verbally. I asked them to present it to them in the light in which 
BuAer had presented it. 

Mr. Ecxnarr. Were there any other people who would have any 
need to have this information ? 

Mr. Powe. When I returned to the field I told my immediate 
superiors, who would be the contracting officer and probably my 
branch chief since he had approved my travel to Washington, and 
I may have talked, I probably did talk to the Armament Laboratory 
since it is somewhat a technical problem. 

Mr. Ecxnart. The fact that this information was to be held in 
confidence, actually it was not held in confidence in that it was 
disseminated to headquarters, United States Air Force and the Air 
Procurement District in Los Angeles and certain people in Air 
Materiel Command. 

Mr. Powert. I told only those people whom I believed were in 
direct contact with the contract and had an absolute need for it. As 
1 remember I asked them to pass it no further. 

Mr. Ecxuart. Do you recall the time of day that you arrived in 
the Bureau of Aeronautics when you were discussing it with Mr. 
Morgan ? 

Mr. Powewu. It was in the morning, I suppose around 9 or so. 

Mr. Ecxnarrt. Do you recall what time it was when you left? Do 
you recall whether or not you had lunch at that building? 

Mr. Powetu. I believe I left shortly before noon. I think I ate 
at the Pentagon, as I remember. 

Mr. Ecxnarr. You were there for approximately 3 hours? 

Mr. Powerit. At BuAer? 

Mr. Ecxuart. Yes. 

Mr. Powetx. That would be a good guess. 

Mr. Ecxnart. You now contend that all that was discussed at 
that meeting with the Bureau of Aeronautics people over a 3-hour 
period is reproduced here in about a page and a half? 

Mr. Powetu. To the best of my memory that is all. They brought 
out photographs and some of their test records, I believe, but the 
meat of my discussions with them is contained in that document that 
you have before you. I can think of nothing or remember nothing 
of any importance that has been excluded from that document. 

Mr. Rorack. Is it possible, Mr. Powell, that a recommendation 
was made to you verbally without being recorded that you should 
limit or withhold any further procurement from this company ? 

= Powetu. No, sir; I do not believe such a recommendation was 
made. 
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Mrs. Grirrirus. Would you have paid any attention to it if it had 
been made ? 

Mr. Poweu. I believe I would have, in view of the photographs 
that they had. 

Mrs. Grirritus. You were not bound to, though, were you? These 
were not your superiors, were they ? 

Mr. Powe... They were not my superiors, but I do not think I am 
unusual in this respect: When we buy equipment that goes on an air- 
craft we like to be as near sure that it will function properly. The 
2.75 rocket is a very dangerous weapon to have hanging up, misfiring, 
or malfunctioning in any manner. 

Mrs. GrirrirHs. Would you have demanded that it be put in 
writing ? 

Mr. Powe.tz. From BuAer? 

Mrs. Grirrirus. Yes. 

Mr. Powett. I did not demand it. I took their word. 

Mrs. Grirrirus. Was it made? Was the direction made to you by 
BuAer not to place any more with Century ? 

Mr. Powe.x. No; it was not. 

Mrs. Grirrirus. Would you have demanded that it be put in 
writing ? 

Mr. Powsriu. No; I did not. 

Mr. Rosack. Are you stating: 

Mr. Powe. Maybe I misinterpreted your question. If they had 
told me not to procure from Century Industries? 

Mrs. Grirrirus. Yes. 

Mr. Powe. I believe I would have; correct. 

Mr. Ropack. You are stating unequivocally that no such statement 
was made? 


Mr. Powerit. To the best of my memory no such statement was 
made. 

Mr. Rozack. Mr. Powell, in your discussions with Mr. Pollock and 
Major McWhirter you conveyed to them some of the information that 
you picked up at the Bureau and then, among other things, it was 
agreed that a caution would be extended to Century. What was that 
caution ? 

Mr. Powett. As I remember, I personally did not extend a caution. 

Mr. Rosack. Do you know if any caution was extended ? 

Mr. Powe... I cannot recall definitely. I mean I cannot say for 
sure that some person extended it tothem. Perhaps Major McWhirter 
or Mr. Pollock did. Possibly my contracting officer or Captain Thur- 
man did in a subsequent trip. But the meaning that I had in mind 
at that time was to tell Century Industries that we were aware of this 
failure on the Navy launcher and that we expected them to do their 
utmost to insure that no such failure would occur on our contract. 

Mr. Rosack. What is the significance of the informal opinion from 
Mr. Pollock that further procurement of the MA-3 would be discon- 
tinued until the operational suitability tests were conducted? Is that 
related to the information that you conveyed to him? 

Mr. Powett. No, sir. 

Mr. Rosack. Why did he issue that opinion ? 

Mr. Power. May I explain this standardization procedure? I 
think you need it in order to understand it. 

Mr. Ropack. If it is pertinent, proceed. 
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Mr. Poweit,. The MA-3 launcher at the time I procured it was 
classed as tentative standard. The ground rules at that time for pro- 
curing items in a tentative standard were that you would buy no 
more of the equipment in question than was necessary to complete 
operational suitability testing. After the equipment had been proven 
through operational suitability testing, then you could buy production 
quantities. 

Mr. Rosack. Did you solicit the opinion? Was it your responsi- 
bility to determine whether the conditions of testing were satisfied ? 

Mr. Powetx. You mean the conditions of OST, operational suita- 
bility testing ? 

Mr. Ropack. Yes. 

Colonel Wirson. That would be the case, yes, because of the simple 
fact that production could not be released until the operational suit- 
ability test had been performed and approved by the technical people. 

Mr. Rosack. What was the outcome of that opinion? Was that 
condition observed ? 

Mr. Poweiu. Let me continue. The ground rules also, as I remem- 
ber, covered the case of an emergency. Where the ARDT recom- 
mended a certain small quantity ‘for operational suitability testing 
and AMC had an urgent requirement, for instance, in this case, then 
the matter would be submitted to headquarters, USAF, as to whether 
the larger or smaller quantity would be procured. I received the 
authorization from Mr. Pollock’s office to buy 100,000 launchers which 
were tentative standard. As I remember his statement at that time, 
I asked him about whether I should proceed with the remaining 
requirement even though it was still tentative standard or hold up 
until the operational suitability testing had been completed at Eglin. 
His reply was that I should hold up until the OST was completed. 

Mr. Ropacx. Was that approved ? 

Mr. Powe tt. I believe it was, was it not, Colonel ? 

Colonel Wirson. I believe it was. 

Mr. Ropack. If it were not, will you so advise the committee? 

Colonel Wizson. Yes, certainly. 

Mr. Ropack. Major McWhirter was given the mission to screen 
or at least said he would screen applications by Century Industries, 
as reported in your trip report, for possible infringement of Govern- 
ment rights by Century Industries. Will you explain that statement ? 

Mr. Power. As I understand it, the Patent Office refers to the 
Pentagon patent applications relating to armament, and I believe 
Major McWhirter was the officer or one of the officers that regularly 
screened these patent applications. As I remember it he said he would 
keep an eye open for the Century Industries patent applications. 

Mr. Ropack. Was there concern at that time that a possible patent 
application would be an infringement on Government rights? Was 
there a specific concern or was “this just a routine screening? 

Mr. Powe... This was tied in to the desire of our headquarters to 
find out if we did have the right to use Century Industries drawings 
in subsequent competitive procurement. 

Mr. Rosack. .In other words, it was related to an issue and it was 
left hanging up in the air? 

Mr. Powe. Correct. 
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Mr. Rosack. You were shown test reports by Morgan and Camp- 
bell.. You came away with the distinct impression that this was a very 
dangerous instrument, did you not ? 

Mr. Powe. If it were repeated on our launchers I thought it 
would be very dangerous. 

Mr. Rowack. As a buyer were you in a position to make a judg- 
ment on that? 

Mr. Powe tt. I was not. 

Mrs. Grirrirus. May I ask, when you got this requirement for 
100,000 did Century bid on it? 

Mr. Powetu. The requirement I got was for I think 363,000. 

Mrs. Grirrirus. Did they bid on that? 

Mr. Powerit. They bid on 100,000. 

Mrs. Grieritus. Was their price the lowest price ? 

Colonel Wixson. It was not competitive bidding in that sense. 
There were 2 concerns that bid, and of the 2 they were the low. It 
was a negotiated contract. It was not an advertised procurement. 

Mr. Horrrievp. It was a new article. 

Colonel Witson. Yes. It was a brandnew article. 

Mrs. Grirrirus. But you did ask Century to submit a bid? 

Colonel Witson. Century Industries and Century Engineers also 
submitted a bid, but not on the MA-3. They submitted a bid on the 
MA-1. 

Mrs. Grirrirus. What is the 350,000 requirement ? 

Colonel Witson. That was the total requirement, but we placed 
only roughly one-fourth of it in order then that the remaining 
quantity “night go out on competition in order to get the greater 
quantity at a later date. It was to satisfy the immediate require- 
ment of 100,000. 

Mrs. Grirriras. Did Century bid the next time ? 

Colonel Wiison. Yes, they did. 

Mrs. Grirrirus. Were they the lowest price bidder ? 

Colonel Wizson. They were not. 

Mrs. Grurrirus. Did they make any of the rocket launchers? 

Colonel Wixson. Not of the second quanitiy. They did not. 

Mrs. Grirrrrus. Who was lower than they were ? 

Colonel Wirson. Wetherhead Co. and Polan Industries. 

Mrs. Grirriras. Had they ever made launchers before? 

Colonel Wizson. They had not. 

Mrs. Grirrirus. Had any of your people ever talked with Weather- 
head people, the people who received the bid? Had they ever dis- 
cussed with Weatherhead the price of making this item ? 

Colonel Wixson. To my knowledge, no. 

Mrs. Grirriras. Are you the only purchaser of launchers? 

Colonel Witson. No. Mr. Gabel is now the buyer. 

Mrs. Grirrirus. What is your jurisdiction? Do you purchase 
launchers or do you purchase something else, Mr. Powell? 

Mr. Powexx. At that time I bought rocket launchers, bomb racks, 
bomb shackles 

Mrs. Grurrrrus. I do not understand exactly how the Air Force 
is set up. Do you “lee them all over the United States or do you 
have a limited area that you buy them ? 
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Mr. Powe t. I buy them for all over the United States. 

Mrs. Grurrirus. You knew the price of making a launcher, did 
you not? You had bought them before. You knew what the cost 
was to make a launcher ? 

Mr. Powetxt. We had bought two small service test quantities of 
a different type launcher w hich was called the MA-1 launcher, re- 
ferred to in the trade as ECARL. 

Mrs. Grirrirus. You had a good idea what is was going to cost 
to make one because you had bought them. 

Colonel Wirson. That is not the case, Mrs. Griffiths. He had not 
bought a production quantity. 

Mrs. Grirrirus. You knew about the 40,000 for the Navy, did you 
not? You knew the price there, did you not ? 

Mr. Powe... Before negotiations were through I did know about 
it, yes. 

Mrs. Grirrirus. When the bids came in for the competitive price 
bid how did they come into your office, or did you buy them? 

Mr. Powe. You mean the first two contracts ? 

Mrs. Grirrirus. No, not the first two, the ones that were on a com- 
petitive bid basis. You just told me the first ones were negotiated. 
Mr. Powety. We requested a proposal from Century Engineers. 

Mrs. Grirrirus. On the competitive ones now ? 

Mr. Powetxt. On the MA-1, the old launcher. 

Mrs. Grirrirus. How many other people did you ask to bid? 

Mr. Power. At that time we knew of no one else. 

Mrs. Grirrirus. How did Weatherhead get in this business? 

Mr. Powetx. That was considerably afterward. 

Colonel Wiison. You are talking about the remainder beyond the 
first hundred thousand ? 

Mrs. Grirrirus. Yes, the competitive price. 

Colonel Witson. This was an advertised procurement. 

Mrs. GrirrirHs. Oh, who bid ? 

Mr. Powe. I was transferred, and Mr. Gabel handled it from 
that point on. 

Mrs. Grirrirns. Where were you transferred ? 

Mr. Powett. I was transferred to the machine tool section in the 
Airline Maintenance and Service Contract Division. 

Colonel Wirson. It is simply another division of the Directorate 
of Procurement. 

Mrs. Grirrirus. When the bids come in do they come in in sealed 
envelopes and you open them all at one time? Is that the way vou 
do it? 

Mr. Powetx. Under advertised procurement, that is correct. 

Mrs. Grirrirns. Then do you send somebody out to determine 
whether or not this company is financially sound and whether they 
have the proper equipment to make this thing or not ? 

Mr. Powett. That is correct. 

Mrs. Grirrirus. So you really have quite a lot of leeway. You 
do not have to accept the lowest bid, do you? 

Mr. Powett. I believe that is stated in our request for proposals. 

Mrs. Grirrirus. You accept the lowest bid that in your judgment 
can make the procurement. Right? 

Colonel Witson. The lowest responsible bid. 
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Mrs. Grirrirus. You have a lot of leeway in determining who is 
responsible, have you not ? 

Colonel Witson. There are certain criteria for this, Mrs, Griffiths, 
which the field facility capability report team have to follow, and 
there are specific questions which must be answered in this. 

Mrs. Grirrirus. Your leeway permitted you to cut Century out in 
the first bid, right ? 

Colonel Wirson. No. 

Mrs. Grirrirus. It resulted in that if you took this man Morgan’s 
theory, which was not in writing. He never wrote anything down, is 
that right? He never said to you in writing, “This is the wrong thin 
to do, do not place any more business with this company.” You had 
lots of leeway in determining who was going to get these bids, right? 

Mr. Powe... Let me establish the chronology here. When we re- 
quested proposals from Century Engineers and anes Industries on 
the MA~1, the old launcher, this was in January and February of 1954. 
In about March of 1954 I received a proposal from Century Industries 
on the MA~1 and an alternate proposal on their Smiley launcher which 
subsequently became the Air Force’s MA-3 launcher. The MA-3 was 
within a short time established as the superior launcher through actual 
testing down at Eglin Field. For this reason we went to the MA-3. 

Mrs. Grirrirus. I would like to ask one more question on this, 
When you placed the competitive price bid, when you placed the pro- 
curement for competitive bids, I understand that you placed it with 
somebody named Weatherhead and somebody, the Small Business 
Administration 

Colonel Witson. Polan. 

Mrs. Grirrirus. What did Weatherhead bid? 

Colonel Wirson. $20.46, I believe. 

Mrs. Grirrirus. A launcher? 

Colonel Wiison. Yes. 

Mrs. Grirrirus. What did Polan Industries bid? 

Colonel Wiison. $20.36 

Mrs. Grirrirus. And Weatherhead bid $20.46? 

Colonel Witson. That is correct. You see the Polan Industries por- 
tion Small Business set aside. 

Mrs. Grirrirus. How long were the contracts to run? 

Colonel Witson. About 10 months after production started. 

Mrs. Grirrirus. Did you have any forward pricing clauses in it? 

Colonel Witson. No. 

Mrs. Grirrirus. When you set the price, that was the price? 

Colonel Wirson. It was a straight fixed-price contract. 

Mrs. Grirrirus. In your understanding when you determined what 
the price was to be you understood that Weatherhead was going to 
produce 20 percent of the contract that had been given to Polan, is 
that not right? 

Colonel Witson. That is not correct. 

Mrs. Grirrirus. I thought I heard all through here that you knew 
that. 

Colonel Witson. That is not correct, 

Mrs. Grirrirus. Did you think Polan was going to produce—— 

Mr. Hoxirrevp. You are right that the Polan people did propose to 
subcontract 20 percent ? 

Colonel Witson. Yes, but not to Weatherhead. 
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Mr. Horirtetp. Not to Weatherhead. 

Mrs. Grirrirus. The SBA had given them the authority to do that, 
had they not? SBA had agreed with that. 

Colonel Wixson. I believe that Polan had secured a loan. 

Mrs. Grirrirus. SBA agreed to that. 

When you discovered that in place of Weatherhead making the 
quantity that you had siathed for they were making 80 percent 
of Polan’s requirements, did you ever say anything to them about the 
price ? 

Colonel Wirson. About Weatherhead’s price? No. 

Mrs. Grirrirus. They had to be making that 80 percent for Polan 
at a much less price than they were making for you; is that not right? 

Colonel Winson. Not necessarily. 

Mrs. Grirrirus. They had to be making it for $20.36 or Polan was 
throwing in money, were they not? 

Colonel Wirson. That is correct. 

Mrs. Grirrirus. Do you know whether they were making it for 
$20.36 or less ? 

Colonel Witson. I have no knowledge of the agreement between 
the Weatherhead Co. and Polan. 

Mrs. Grirritus. Do you have any control over a subcontractor of a 
prime contractor ? 

Colonel Witson. Only in terms of sources; that is, as to whether 

Mrs, Grirrirus. Security ? 

Colonel Witson. Security. 

Mrs. Grirrirus. SBA? 

Colonel Wirson. SBA, 

Mrs. Grirrirus. And what else? 

Colonel Wiztson. As to whether they have been on the debarred list, 
the experience list in terms of doing business. 

Mrs. Grirrirus. Then before they let that contract with Polan they 
had to ask you if it was all right, did they not ? 

Colonel Wirson. The subcontract portion. 

Mrs. Grirrirus. With Weatherhead. Polan had to ask you. Be- 
fore they placed any part of that contract with Weatherhead they 
had to ask you if it was all right? 

Colonel Witson. As to whether it was all right to do business with 
Weatherhead ? 

Mrs. Grirrirus. Yes. 

Colonel Witson. I believe this was asked of the District. 

Mrs. Grirrirus. Did that not raise any questions in anybody’s mind 
as to whether or not they had paid too high a price for a launcher to 
start with? 

Colonel Wixrson. No, because our experience had been in the past 
that contracts for the award of launchers had been at a much higher 
price. 

Mrs. Grirritus. But Weatherhead would rather bid on the quantity 
you bought from them 10 cents higher ? 

Colonel Wizson. Ten cents per launcher higher. 

Mrs. Grirrirus. Did that not worry you? It would me. 

Colonel Witson. At 10 cents? 

Mrs. Grirrirus. Yes, it would have. 

Colonel Witson. The thing was this. Polan bid, and at the time 
of the placement of the contract with Polan our only knowledge was 
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that Polan was going to make it themselves, subcontracting only 20 
percent, and that this contract at that price was a very excellent price. 
We had never secured a rocket launcher 

Mrs. Grirrirus. For $20.46? 

Colonel Witson. For that price ever. 

Mrs. Grirritus. But I would have kept looking at that $20.36 and 
then I would have thought about the fact that here Weatherhead 
suddenly is the producer of a much larger quantity and, if there is 
anything to business experience in this country, Weatherhead must 
have been giving Polan a much cheaper price on that contract be- 
cause Polan was putting a markup and profit as they sold it back to 
you for $20.36. So under the contract you had negotiated, no matter 
what else was right or wrong with it, you had paid too much money, 
and you must have known it the day that you knew that Polan had 
subcontracted to Weatherhead. 

Colonel Wirson. It was not possible to make a great deal of money, 
Mrs. Griffiths, because of the price that we were paying. The mate- 
rials alone would have cost very close to that price. We have a cost 
breakdown as to what the materials would cost. 

Mrs. Grirrirus. But did you go to the contractors and check to 
see whether they were buying the stuff at the cheapest possible cost? 
You have no requirement that they have to go to competitive bid- 
ders do you? 

Colonel Witson. No. On a straight fixed price contract, no. 

Mrs. Grirrirus. I do not know what launchers are made of. They 
are obviously not made out of steel, are they ? 

Colonel Witson. No. They are made out of paper and aluminum. 

Mrs. Grirrrrus. You do not know whether they are buying that 
paper and aluminum at the lowest possible price,do you? That is not 
even a part of your requirement ? 

Colonel Wixson. No. 

Mrs. Grirritus. That is all. 

Mr. Ropack. Mr. Chairman, we have one or two more questions on 
the trip report and then we will proceed to another point. 

Mr. E. Morean. Mr. Powell, in your trip report dated November 10, 
1954, you mention that all November 1 and 2, 1954 were spent at Cen- 
tury Industries, November 3, 1954, was spent at Pachmayr and at Cen- 
tury Engineers, is that right? 

Mr. Powe... That is correct, I believe. 

Mr. E. Morcan. Then you mentioned under item 10: 


The visit to the Pachmayr revealed that this firm had a large inventory of 
machine tools. This metal working capability rather explained Pachmayr’s 
determined efforts to sell metal nonexpendable launchers to the Air Force. 
Pachmayr’s launchers appear well machined but are undeniably expensive and 
heavy. Mr. Lantz announced with some bitterness that if the Air Force wanted 
paper and aluminum launchers, then perhaps Pachmayr had better leave the 
launcher field. 


Did Mr. Lantz mention to you this letter that was supposed to be 
submitted by BuAer on the performance of the contractors / 
Mr. Powe... I cannot remember for sure. 


Mr. E. Morean. Let us try another one. The next paragraph men- 
tions, 





Mr. Koozin of Century Engineers talked at some length to Lieutenant Jacobs 
and Lieutenant Kirkpatrick and the buyer, 


being you, 
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on the relationship of his firm to Century Industries. He says that a new 
agreement had been negotiated between the two corporations. 


Then later he says, 


The company is doing research and development work on classified missile 
instruments and other electronics gear. Production facilities are limited but 
Mr. Koozin intimated that this will be remedied very soon after February 1, 
1955. He also stated that after February 1, 1955, engineers can again enter 
quantity production of rocket launchers. Mr. Koozin said that after that date 
his firm would be quite interested in type MA-3 rocket launcher procurement. 

Will you try to recollect whether or not Mr. Koozin made any state- 
ment in regard to the performance of Century Industries on their 
contracts or made any reference to the letter that you were to receive 
from BuAer? 

Mr. Powe. Again I repeat I cannot remember exactly who said it. 
The reason was that I took it as probably sour grapes on the part 
of some of the other firms. They learned of Century Industries’ 
award. 

Mr. E. Morean. Apparently you did not take it as sour grapes 
because you tried to follow up in your visit to BuAer and tried to 
determine from them whether such a letter existed. 

Mr. Powe. My visit to BuAer was to find out why those launchers 
were sitting there. 

Mr. E. Morean. But you did try to find out if such a letter existed ? 

Mr. Powetu. When they said it was because of defect then I asked, 
“Have you written mea letter? Somebody said this.” They said they 
had not. 

Mr. E. Morean. Mr. Chairman, the only other thing I would like 
to put in the record from this trip report is the conclusions of Mr. 
Powell, and that is as follows: 


Century Industries definitely is far ahead of the other Los Angeles area firms 
both in launcher design and facilities. It appears that Century Engineers may 
become Industries’ strongest competitor if production facilities are obtained 
due to large engineering staff. The caliber of this staff as far as launcher design 
is not known as Engineers naturally will make no disclosures of their private 
research and development launcher work prior to February 1, 1955. 


Mr. Rosacx. We have Captain Thurman here who is prepared 
to testify on this point, Mr. Chairman. 

Mr. Houirrevp. Just a minute. Let us put the rest of that para- 
graph in so we will not have any criticism for not putting the full 
paragraph in. Will you read that? 

Mr. E. Morean. We intend to put the entire contents of all of these 
trip reports in the record. 

Mr. Hotirrecp. We will put those all in in order that the record 
will be complete and there will be no criticism of using excerpts from 
any of these pertinent documents. 


DISPOSITION ForRM 
To: MCPP. 
From: MCPPLR-6. 
Subject: Purchase Request No. 144523. 


Date: June 21, 1954. 
Comment No. 1 
Mr. John C. Powell/rmp 
2-4104/Bldg 11/Rm 138 
The financial section (MCPPSF) at this headquarters has reviewed the sup- 
porting evidence to the unqualified negative financial clearance submitted by 
the AMA and is inclined to agree that it was justified. This clearance was 
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based upon a presently exceedingly weak financial condition as well as on a poor 
report as to performance for the Navy. An independent investigation by 
MCPPSF reveals that the officers of the company are planning to add $100,000 
in capital, which will be in addition to $103,000 in loans payable to officers 
which have been subordinated to creditors only through August 1, 1954, and 
which would be subordinated beyond that date only if 90-percent progress 
payments were authorized. The bank in approving a $300,000 loan commitment 
did so on the basis of 7 restrictions, one of which was receipt of a 90- 
percent-progress-payment agreement and another was that prior to formalization 
of the loan, all documentation, including the terms of the Government contract, 
must be approved by the bank’s legal department. The bank was inclined to 
feel that the company would probably be able to perform with the use of this 
$300,000 loan together with the progress payments. However, the two provisions 
to the bank’s commitment mentioned above could prove genuine stumbling 
blocks to the actual execution of the loan. It ts thought that if the urgency 
of the procurement is such that the negative financial clearance should be re- 
versed, the contract should not be executed until there is positive assurance 
that the $300,000 bank loan is definitely authorized. 

It should also be pointed out that in accordance with provisions of DODD 
7840.1 any request for 90-percent progress payments requires the approval of 
the Secretary of the Air Force after coordination with the Departments of the 
Army, Navy, and Defense. 

MCPPSF has the full reports on the financial clearance if they are desired by 
MCPP in connection with the comments above. 

4. The Armament Laboratory, WADC, is preparing an exhibit for the pro- 
curement of this launcher. The laboratory has promised that this exhibit will 
be available on June 23, 1954. Procurement could be made on a competitive 
basis using this exhibit as the procurement data. By using this exhibit instead 
of the Century Industries Corp. model, additional negotiation time would be 
required and additional testing of preproduction models would be necessary. 
Taking these factors into consideration, it is estimated that deliveries from 
Century could probably start in 4 to 5 months and deliveries from a contract 
resulting in a competitive negotiation would probably start in 8 to 10 months 
(providing top priority was assigned to the negotiations and testing program). 
In view of che weak financial position of the Century Industries Corp. and the 
apparently high price demanded by the organization and their arbitrary re- 
fusal to accept any type price redetermination in connection with this procure- 
ment, it is recommended that procurement be made on a competitive basis using 
an approved USAF exhibit. In the event it is deemed necessary, in view of the 
urgency of this requirement for these items, to procure the Century Industries 
unit, it is recommended that no more than 50,000 be procured on this basis and 
the remainder be procured in the manner recommended above. 

5. Your guidance and action to be taken in connection with this procurement 
is requested. 

W. B. Goutp, 
For Exiis H. Wison, 
Colonel, USAF, 
Acting Chief, Electronics Branch, Procurement Division. 


Trip REPORT 


To: Chief, Aeronautical Equipment Division. 
Through: MCPEA-M, MCPEA. 
From: John C. Powell. 
Travel order TA No. 18085 
Contract No. AF 33 (600)-28547 
Date: Nevember 10, 1954 

1. Firms visited.—Century Industries Corp., San Pedro, Calif.; Pachmayr 
Corp., Los Angeles, Calif. ; Century Engineers, Inc., Burbank, Calif. 

A meeting was held at Century Industries Corp. with the administrative con- 
tracting officer, inspector, and other production personnel of the Los Angcles 
air procurement district. 

2. Dates of visit—All November 1 and 2, 1954, were spent at Century Indus- 
tries; November 3, 1954, was spent at Pachmayr and Century Engineers. 

94005—57—— 21 
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38. Individuals contacted.—Guy Lantz and Paul Skimp (engineering depart- 
ment) were contacted at Pachmayr; Victor Koozin (division manager) was con- 
tacted at Century Engineers. See paragraph 4 for personnel of Century Indus 
tries and Los Angeles APD. 

4. Purpose of visit—-The main purpose of this trip was to meet with Century 
Industries and the Los Angeles APD, thus permitting any troubles foreseen by 
either organization to be brought to the buyer’s attention immediately. Accord- 
ingly, a meeting was held November 2, 1954, in the offices of Century Industries 
Persons attending were: 


























is Century Industries | Los Angeles APD 
Administration...._.| I. L. Babbitt (president), E. P. Durley | C. F. von Lunenschloss (AGO). 
(sales manager). 
Production --_-------- Mr. Harrington dacoiiciaariedie Mr. Baxter,! Mr. Shields, Mr. Johnson. 
Quality Control__- Mr. Sturdevant 4 ane Elder (AFQCR).! 
Accounting and Mr. Lilly (ine 
Material Control. troller). ~ dustrial property).! 
Purchasing----....--- Mr. Davis- - 
Engineering ------.-- Mr. Keuper, “Mr. Birthrong_. 








1 Assigned to ieee Industries on an itinerant basis. 


Also in attendance was Lt. Don Jacobs, AF Armament Center, Eglin AFB, 
Fla., who had been project officer on the testing of the Century Industries 
launcher. 

The secondary purpose of the trip was to permit the buyer to accompany 
Lt. R. A. Kirkpatrick, Armament Laboratory, WADC, during some of his visits 
to various other firms doing research and development work on other types of 
launchers for both 2.75-inch and 2.00-inch rockets. These launchers probably 
will be bought by this office when more thoroughly developed. 

5. Problems discussed—The personnel of the Los Angeles APD had some 
general questions for the buyer; however, the main problems discussed were 
the pending revision of nackaging and expediting of the bailment agreement 
and equipment thereunder. 

6. Commitment(s) (if any).—Mr. Babbitt committed himself to expediting an 
estimate on the packaging changes for the proposed contract change notification. 
The buyer promised to handcarry the request for bailment back to Headquarters, 
AMC, and to insure availability of the equipment. NOTS Inyokern has agreed 
to test the first 10 launchers on this contract. 

7. Accomplishments.—The most important accomplishment of this meeting 
(in the long run) probably will be the fact that since the buyer and the Los 
Angeles APD personnel had a mutual desire to meet each other, all of these 
persons met under one roof; consequently, each member of the APD delega- 
tion had scheduled one or more meetings in the near future with his Century 
Industries counterpart before the meeting under discussion had adjourned. The 
most important of these meetings probably will be one between Mr. Elder, Mr. 
Sturdevant, and Mr. Davis, to determine if the inspection procedures used on 
Navy contracts will need any revisions to meet Specification MIL—Q-5923B, and 
to decide which purchase orders should specify source inspection. 

8. Problems unsolved.—There appeared to be no problems unsolved after the 
meeting. It is the buyer’s opinion that a good many difficulties will never arise 
because of the meetings between Century Industries and the Los Angeles APD 
so early in the life of the contract. The buyer, however, has run into a 
problem since returning to Headquarters, AMC; namely, that the armament 
laboratory alleges that no commitment was made to the buyer about furnishing 
the equipment to be bailed. Consequently, inquiries are being sent to the air- 
frame project offices and supply activities to try to obtain these items immedi- 
ately. If the equipment is not in Century Industries’ plant by November 27, 
1954, deliveries will be delayed. 

9. Action taken.—The request for bailment cannot be completed until the 
location and availability of the equipment is determined. MOPSCB will issue 
shipping requests in advance when the request for bailment is received. 

10. The visit to the Pachmayr Corp., revealed that this firm has a large inven- 
tory of machine tools. This metalworking capability rather explained Pach- 
mayr’s determined efforts to sell metal, nonexpendable launchers to the Air 
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Force. Pachmayr’s launchers appear well-machined, but are undeniably expen- 
sive and heavy. Mr. Lantz announced, with some bitterness, that if the Air 
Force wanted “paper and glue” launchers, then perhaps Pachmayr had better 
leave the launcher field. 

Mr. Koozin of Century Engineers talked at some length to Lieutenant Jacobs, 
Lieutenant Kirkpatrick and the buyer on the relationship of his firm to Century 
Industries. He said that a new agreement had been negotiated between the two 
corporations, wherein : 

(a) Engineers returned its 30 percent share of Industries’ stock to Industries ; 

(b) Certain resignations by corporate directors had ended the interlocking 
boards of directors previously in existence; and 

(c) After February 1, 1955 Engineers can again enter quantity production of 
rocket launchers. Mr. Koozin said that after that date his firm would be 
quite interested in type MA-3 rocket launcher procurements. 

Century Engineers has about 300 employees, of whom 100 are classed as en- 
gineers. The company is doing research and development work on a classified 
missile, and is producing other electronic gear. Production facilities are lim- 
ited, but Mr. Koozin intimated that this will be remedied very soon after Feb- 
ruary 1, 1955. 

11. Conclusion.—Century Industries definitely is far ahead of the other Los 
Angeles area firms both in launcher design and facilities. It appears that Cen- 
tury Engineers may become Industries’ strongest competitor, if production facil- 
ities are obtained, due to the large engineering staff. The caliber of this staff as 
far as launcher design is not known, as Engineers naturally will make no dis- 
closures on their private research and development launcher work prior to Feb- 
ruary 1, 1955. Lieutenant Kirkpatrick felt that the Multitek Co. would be close 
behind Engineers, especially since the complete failure of Norris-Thermador 
Corp.’s aluminum launcher in vibration tests. Century Industries gave the buyer 
a test report, drafted and certified by an independent testing laboratory, which 
showed the Industries launcher to have passed vibration tests without damage. 
These tests were severe enough to shake the warheads off the rockets in the 
launcher. 

JoHN C, POWELL, 
Contract Specialist, Mechanical Equipment Section, Accessories Branch. 


Trip Report 


To: Chief, Aeronautical Equipment Division. 
Through: MCPEA-—M, MCPEA. 
From: John C, Powell. 


Travel order TA No, 195517 

Contract No. AF 33 (600)-—28547 

Date: November 26, 1954 

1. Offices visited—Bureau of Aeronautics (AR-457), Department of Navy, 


Directorate of Procurement and Production Engineering (AFMPE—MA-2), Head- 
quarters USAF. 
2. Date of visit—November 22, 1954. 


3. Individuals contacted: 


BuAer: 
Mr. Lee Morgan 
Mr. Jake Campbell 
Commander Tavernetti 
Headquarters, USAF: 
Mr. W. E. Pollack 
Major McWhirter 
Lieutenant Colonel Richbourg 
Major Stewart 


4. Purpose of visit.—During a recent trip to the west coast, certain information 
was received by the buyer concerning Century Industries Corp.’s performance 
on a contract for the Navy's type Aero 6A rocket launcher. Bureau of Aeronau- 
tics personnel were willing to discuss this contractor’s performance, but were 
not willing to carry on the discussion over the phone. 
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5. Problems discussed.—The BuAer people were quite cooperative in disclos- 
ing their experiences on rocket launcher procurements. Test data were shown to 
the buyer, and some suggestions were made concerning future USAF procure- 
ment. Since BuAer did not want this information widely spread, it is not in- 
cluded in this report ; it is compiled in a report maintained in MCPEA-—M. BuAer 
also disclosed bid prices on a present Aero 6A procurement. 

Since there was adequate time left, the buyer went to the Pentagon to brief 
Mr. Pollack and Major McWhirter on these facts. While there, Major Stewart 
assured the buyer that A—1 priorities were being arranged for operational suita- 
bility testing of the launcher at the Air Proving Ground Command, Eglin AF Base. 

Lieutenant Colonel Richbourg, who is handling the current investigation by 
Congressman Hess of the award of contract AF 33 (600)—28547, also came to Mr. 
Pollack’s office to discuss the answers being prepared by AFMPE—-MA-2 and 
MCPEA-M. 

6. Commitments.—Mr. Pollack, Major McWhirter, and the buyer all agreed 
that the administrative contracting officer and the AF inspector should be ap- 
praised of the information obtained from BuAer, and a caution extended to 
Century Industries. Mr. Pollack and Major McWhirter will do this on their 
trip to Los Angeles about December 1, 1954. 

7. Accomplishments.—(a) MCPEA-—M now has BuAer’s opinion on the three 
firms which have built the Navy’s Aero 6A launcher. These opinions were 
backed up by test results which included photographs, and by visual inspection 
of launchers submitted to such tests. 

(b) Major McWhirter is aware of a certain patent application by Century 
Industries Cop. and will continue to scan patent applications submitted to him 
by patent examiners of the United Statess Patent Office for possible infringe- 
ment of Government rights obtained from Century Engineers, Inc. 

(c) Mr. Pollack gave an informal opinion that Headquarters USAF will pro- 
hibit further procurement of type MA-38 Launchers prior to completion of Hglin 
operational suitability tests. This opinion will be obtained in writing by supply 
(MCSRMA33). 

(d@) Headquarters, USAF, is assured of united and similar relies to Congress- 
man Hess from AFMPE—MA-~2 and MCPEA-M. 

(e) From the present BuAer procurement, MCPEA-—M is now aware that 
even greater price reductions should be obtained in future procurements of the 
type MA-3 launcher. 

8. Problems unsolved.—At present, none in this area. 

9. Action takens.—The BuAer data is being compiled into a report which will 
be held in confidence by this office. Field personnel will be advised verbally by 
Mr. Pollack and Major McWhirter. 

JoHN C. POWELL, 
Contract Specialist Mechanical Equipment Section, Accessories Branch. 


MEMORANDUM ON Visit TO BuAER, USN, WASHINGTON, D. C. 


1. This report supplements the report of November 26, 1954, on T. A. No. 
19551, and is to be held in confidence. 

2. The buyer visited Mr. Lee Morgan and Mr. Jake Campbell at BuAer on 
November 22, 1954. Mr..Morgan and Mr. Campbell are project engineers on the 
Navy rocket launchers. 

8. Purpose: The main reasons for this visit were to get BuAer’s opinion on: 

(a) The comparative performances of Century Industries Corp., Cincinnati 
Industrial Finishing Co., and Radiant Manufacturing Corp. on their contracts 
for BuAer’s Aero 6A launcher. 

(b) Other rocket launcher manufacturers such as Century Engineers, Inc., 
and the Multitek Co. 

(c) The possibility of the Navy’s withdrawing its facilities from Century 
Industries upon completion of the BuAer contract. 

(ad) The possibility of Century Industries obtaining a patent on the “Smiley” 
launcher. 

4. Discussion: BuAer’s opinions on the above points were as follows: 

(a) The charts prepared by BuAer on the sampling tests showed that Cen- 
tury Industries had the poorest quality control record, and that Century Indus- 
tries was the only firm which had not completed its contract, due to 3,000 
launchers that the Navy would not accept because of disintegration of launchers 
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during sample testing. This disintegration was caused, in BuAer’s opinion, 
by Century Industries’ having failed to dip the launchers twice in the plastic 
impregnation. BuAer praised Brown & Mole Laboratories of Long Island, N. Y., 
who conducted sampling tests for BuAer on all three contracts for the Aero 
6A launcher. Radiant had erred completely in tooling for their contract, but 
had corrected their errors at their own expense and had finished their deliveries 
on time. Cincinnati Industrial appeared to have had the smoothest overall 
performance. 

(b) BuAer felt that both Multitek and Century Engineers possessed R and D 
talent, but did not know about their production capacity. BuAer also felt 
that Century Industries had R and D talent in the person of Bob Keuper. 
Radiant seemed.to have little taste for R and D; Cincinnati Industrial ap- 
peared to have little more, except that BuAer thought well of the abilities of 
James Ulrick, an engineer at Cincinnati Industrial. 

(c) The buyer spoke to Mr. Lipscomb, in BuAer’s Industrial Planning. Mr. 
Lipscomb stated that he knew of no plans to remove the processing machinery 
(about $50,000 in value) presently leased to Century Industries, as long as 
some segment of the Government had a contract in that facility. The buyer 
was unable to contact Mr. James Widmeyer, also of BuAer Industrial Plan- 
ning, regarding the lease on the buildings and grounds occupied by Century 
Industries. 

(d) Neither Mr. Morgan nor Mr. Campbell claimed to be very familiar with the 
“Smiley” launcher; however, both believed that from what they know of 
“Smiley” there were little or no grounds upon which a patent could be based. 
Mr. Morgan cited the fact that the Navy had obtained both background and 
foreground rights on the Aero 6A launcher from Century Engineers. BuAer 
had also bought the necessary equipment to adapt the Aero 6A to USAF 
mountings, thus minimizing the possibilities of a patent being based on that 
feature. BuAer was not interested in “Smiley.” 

5. Commander Harvey, the BuAer buyer, was contacted concerning a rumor 
that BuAer had written a letter to AMC procurement personnel which disclosed 
suAer’s experiences on the three Aero 6A Launcher contracts and the bid prices 
received on a BuAer IFB for an additional 50,000 Aero 6A launchers. Neither 
Commander Harvey, Mr. Morgan, nor Mr. Campbell knew of any such letter. 
The approximate bid prices ran as follows: A $6 bid from 1 firm and an $18 
bid from 2 firms (none of whom did BuAer consider responsible), $25 from 
Radiant, $26 from Century Industries, and $27 from Cincinnati Industrial. It 
appeared that Radiant would probably get the award. 

6. Mr. Morgan stated that if one more Century Industries sample failed, his 
office was going to recommend junking all 40,000 units made by that firm, in the 
interests of safety. BuAer had already upped its sampling requirement to 4 
units per 500 on future procurements. Mr. Morgan recommended strongly that 
testing be accomplished prior to shipment. 

7. Activities which have been informed of all or parts of this report are: 


Hq. USAF, AFMPE-MA-2, Mr. William Pollack 

Hq. WADC, WCLGH-2, Mr. John Balch 

Hq. AMC, MCPEA, Lt. Col. John A. Mundee 
MCPBIM, Mr. Keller (December 14, 1954) per Hq. USAF 

Los Angeles APD, SBHLC, Mr. C. F. von Lunenschloss (ACO) and Mr. Elder 
(AFQCR). Mr. Elder has already talked to the naval inspector. 

Phone Numbers: 

Lee Morgan, Jake Campbell, LIberty 5—6700, Ext. 63316. 

Commander Harvey, Liberty 5-6700, Ext. 64510. 

Mr. Lipscomb, Liberty 5—6700, Ext. 64159. 

Mr. Widmeyer, Liberty 5-6700, Ext. 66000. 

Mr. Pollack, LIberty 5-6700, Ext. 79587. 


JOHN C. POWELL, Buyer. 


HEADQUARTERS, AIR MATERIEL COMMAND, 
Wright-Patterson Air Force Base, Ohio, November 27, 1954. 
Subject: Launcher, rocket, airborne, type MA-3. 
To: Bureau of Aeronautics, Department of Navy, Washington, D. C. 
Attention AR-457, Mr. Lee Morgan 


1. Inclosed is a copy of exhibit WCI-755 covering the type MA-3 airborne 
rocket launcher. 
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2. This command wishes to extend its appreciation for the interview of No- 
vember 22, 1954, with Mr. Morgan and Mr. Campbell. 


For the commander: 
Attach: Exhibit WCL-755. 


RALPH B. BRINKMAN, 
Contracting Officer, Mechanical Equipment Section, Accessories Branch, 
Aeronautical Equipment Division. 

Mr. Minsnauu. Mr. Chairman, in our meeting we had on Monday, 
February 11, 1957, on page 152 and a few pages preceding and suc- 
ceeding page 152, there was testimony which I believe the chairman 
has already commented on and remarks and questions made by the 
members of the staff with respect to, and I quote one of Mr. Morgan’s 
questions : 


Has the Air Force or any individual in the Air Force to the knowledge of any 
of you officers in the Air Force personnel here today at any time been contacted 
by anyone in the Navy or in any other branch of the Government and told to 
stay away from Century Industries and not to attempt to negotiate a contract 
with them? 

Subsequent to that question on page 154 and relating to the same 
subject matter, Mr. Morgan made this statement: 

Mr. Chairman, at least two of the staff members of this subcommittee on a 


previous visit to AMC at Dayton saw a document similar in nature to what I 
was trying to bring out in my questioning, 


namely, the statement to stay away from Century Industries. 


We now have the files that the Air Force has furnished us just before the hear- 
ing started. We will attempt to assist the Air Force in producing this document. 

I should like to know from those here today if any such document 
has been found with statements like Mr. Morgan made. 

Mr. Houtrretp. These documents which have been referred to here in 
which verbal conversations have occurred—I believe those are the 
documents you referred to; were they not, Mr. Morgan ? 

Mr. E. Moraan. This trip report and the attached memo were the 
documents that we examined at AMC on our previous visit, Mr. Chair- 
man. We located our notes on that. I think if Mr. Minshall desires 
Mr. Eckhart can identify them. 

Mr. Minsuatu. Have you found any document or writing which 
you said you saw which stated that no one was to attempt to nego- 
tiate a contract with Century Industries? You can answer that 
question “Yes” or “No.” I think the record should be cleared up. 

Mr. E. Morean. I said similar in nature, Mr. Minshall. If you 
will refer to the trip report of November 26 under paragraph 5 or 
item 5, problems discussed, it says suggestions were made concern- 
ing future Air Force procurement. We have tried to bring out 
whether any such recommendation or any such statement was made. 
If these documents do not confirm my previous statements in the 
record, that is up to the chairman of the committee to determine, I 
think, rather than for me to state. 

Mr. Minswatu. It is very clear, Mr. Morgan. I am not trying 
to embarrass you. I am merely trying to get at the facts, so there 
is no confusion. 

Mr. Hourrievp. We are trying to clear up the confusion this morn- 
ing by questioning the witness as to those conversations. 

Mr. Minsuatu. But this is a very serious charge that was made 
on February 11. It is said that the Air Force should not attempt 
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to negotiate a contract with Century Industries and subsequently 
to that not 2 or 3 minutes later Mr. Morgan said, “Mr. Chairman, 
at least two of the staff members of this subcommittee on a previous 
visit to AMC at Dayton saw a document similar in nature to what 
I was trying to bring out in my questioning.” Either that is true 
or it is not. 

Mr. Ho ttrrevp. It refers to a document similar in nature, does it 
not? The staff in quoting from memory from a document that they 
had not seen for several months might well put the wrong evalua- 
tion on the document. Certainly the documents which have been 
produced here this morning are enough to imply that there were 
off-the-record conversations, as there was an off-the-record confiden- 
tial memo in addition to the trip report. We are pursuing a line 
of questions to find out if these things did occur. If the member 
will be patient, we will try to develop this. There is nothing about 
this that I see that is so serious and world-shaking in its nature 
that the staff needs to be interrogated in public on their conclusions. 
You and I draw conclusions from testimony frequently in our ques- 
tioning and certainly the staff has the same right to do that. If 
they are later proven to be unfounded, as some of our questions prove 
to A unfounded, that is not anything out of the ordinary. 

Mr. Mrnsuaty. Mr. Chairman, it is not my intention to argue 
with you here in this meeting, but in your opening statement, in 
paragraph 2 of the first page, you said, “Mr. Minshall objected to 
what he considered were innuendoes of wrongdoing on the part of 
Air Force personnel when a staff member asked” these questions 
that we have been discussing here. 

Mr. Houirm.p. That is why we brought it up, so we can clear it 
up. This was said in good faith. Did you not object? 

Mr. Mrnsuatu. Yes, I did object. 

Mr. Ho.irtetp. We are trying to follow your objection and find 
out what is behind it. 

Mr. MinsHauty. My point is that there was stated to be specific 
writings which said that you are not to negotiate or enter into a 
contract with Century Industries. We have not found those spe- 
cific writing which a member of this staff said that he saw. 

Mr. Houtrtetp. Let me see that transcript. It was my under- 
standing that he said “similar in nature.” If I am wrong on that 
I will stand corrected. I read from Mr. Morgan. 

At least two of the staff members of this subcommittee on a previous visit 
to AMC at Dayton saw a document similar in nature to what I was trying to 
bring out in my questioning. 

If you wish to put the absolute on that statement “similar in 
nature,” that is your privilege. I do not put that conclusion on it. 

Mr. Minsuauu. He said very pointedly and plainly that he had 
seen a statement which stated that they should not negotiate with 
Century Industries. Either he saw a statement like that or he did 
not. If you are still going to attempt to put by innuendo and infer- 
ence something into the record or something that does not appear on 
the face of the document which the committee has, I do not think it 
is fair and all I am trying to do is to clear the record. 

Mr. Hottrrerp. If you wish to put an absolute interpretation on 
“similar in nature” there is nothing I can do to prevent you from 
doing it. 
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Mr. Minsuatu. The record speaks for itself and I know you want 
to be fair, Mr. Chairman. I want to be. 

Mr. Houirrecp. You shall be given ample opportunity to ask any 
question to bring out any point on this. We have the documents be- 
fore us and this is what we are pursuing to try to find this out. We 
cannot do it in one meeting. We may have to have additional meet- 
ings. We are going to bring the Navy before us. This gentleman 
has testified under oath that he could not recollect being told. We in- 
tend to have the Navy people before us and we are going to ask them 
under oath. If their memory is such that they cannot recollect, that 
is about as far as this committee can go. 

Mr. MrnsHatz. One other question, Mr. Chairman, if I may, please, 
on one other statement mentioned in your opening statement regard- 
ing the discrepancy between General Thurman’s testimony here on 
the following date, February 12? 

Mr. Hoxirtetp. What page is that, please ? 

Mr. Minsuatu. Page 295 or thereabouts of the record of Tuesday, 
February 12, 1957. 

Mr. Minsuatu. Captain Thurman’s and Mr. Babbitt’s testimony 
was in conflict. I believe you remember that. 

Mr. Babbitt said he was not told not to make any financial com- 
mitments of any kind. Captain Thurman said he did warn him. 
Maybe it is a small point but it reflects at least on the memory of the 
2 people here, perhaps not the veracity, but there were 2 other people 
here at that meeting, Mr. Gibbs and Mr. Gabel. 

I would like to ask them, since they are here, what their testimony 
is, 

Mr. Hottrreip. You are free to question as muc h as you like. 

Mr. Mrnsuatt. Is Mr. Gibbs here? 

Mr. Grers. Yes. 

Mr. Hotirrerp. I think they were asked before you were here. 

Mr. Mrnsnatt. I had another meeting that prevented my attend- 
ance here. 

What is your recollection of that meeting with you, Mr. Babbitt 
and Captain Thurman ? 

Mr. Gises. Just as I previously told the subcommittee, and that: is 
the meeting we had with Mr. Babbitt was exploratory in nature. We 
were trying to get information as to delivery, and so forth, and as'a 
result of that meeting we told Mr. Babbitt that that is what we strictly 
intended, and he should not take the meeting as anything final and 
should incur no cost as a result, or words to that effect. 

Mr. Mrinsuatu. Mr. Gabel, were you at that meeting ? 

Mr. Gapet. I was. 

Mr. Minsuaty. What is your recollection of what was said at that 
meeting ? 

Mr. Ganen. My impression was the same as Mr. Gibbs mentioned, 
that we did not imply he was to expend any money whatsoever. We 
were interested in his delivery schedule and that was all, and his 
ability to produce. 

Mr. Minsnati. Mr. Babbitt made the statement we were referring 
to, that he was not advised not to make financial statements? Or was 
it just in general conversation ? 

Mr. Gasex. During the conversation. 
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Mr. Minsnaru. Do you remember specifically who made it? 

Mr. Gaset. I think we all had some part in it and impressed on his 
mind no expense was to be incurred. 

Mr. Mrnsuatyt. Then Mr. Babbitt just does not recollect what was 
said onthat day. Is that your impression ? 

Mr. Gasex. I would assume so. 

Mr. Minswatt. He said he had no recollection of being warned not 
to make any financial commitments. 

Mr. Gress. I think that is right. 

Mr. Minsnatu. The three of you here today have a different view 
on that particular set of facts. 

Mr. Gipps. Yes, sir. 

Mr. Minswatu. That is all I have. 

Mr. Ho ttrtevp. I think the Air Force’s letters to Mr. Babbitt also 
contained a clause in there which warned Mr. Babbitt that he should 
not go ahead and make commitments. 

I think this is customary. I think that has been drawn out as 
being customary is negotiating for contracts, that is that these warn- 
ings are issued. 

Mr. Gises. That is correct, sir. 

Mr. Rosack. We will proceed now to the trip report of September 
6, 1956, when Captain Thurman, and I will read a paragraph from 
his report, stated the following—and Mr. Hollis was then, though he 
is not now, an official of the Weatherhead Co., I believe vice president. 

Mr. Hollis brought to my attention a significant problem concerning Weather- 
head’s phenolic tube subcontractor. The Cleveland Container Co. has refused 
to accept a Weatherhead purchase order for rocket launcher tubes, except under 
its own conditions and provisions. This particular company, it seems, enjoys 
the position of being one of the major sources for these tubes. They want to 
expand their facilities at a cost of approximately $160,000 and want to 
amortize it over the life of Weatherhead’s order. 

The Weatherhead Co. objects to this strenuously because the Be and Ge Co. 
Cal., a Navy rocket launcher manufacturer, also needs these tubes to build 
rocket launchers. It seems Cleveland Container is delaying the acceptance of 


orders from either company in an effort to gain an advantageous position rela- 
tive to price and deliveries. 


Mr. Weir of the Cleveland APD was asked to investigate the matter with 
Weatherhead personnel, and to take necessary action. Mr. Weir and Weather- 
head personnel will visit this headquarters next week in an effort to locate 
additional tube source. I advised them we would cooperate in this endeavor be- 
cause information relative to sources is available from another division with 
this headquarters. 

That is the pertinent portion. I would like to ask for a report 
from Captain Thurman. 

Captain TuHurman. Specifically what are you inquiring about in 
this regard? 

Mr. Rosack. The first thing is what were the results of your in- 
vestigation ? 

Captain Tuurman. Let me say this: It is not our general policy to 
interfere with the general subcontracting of a prime manufacturer, 
and I might add I do not have firsthand knowledge relative to any 
investigation of this thing. This was the only time that I discussed 
this with the Weatherhead people, perhaps with the exception of the 
time their representatives came to AMC to investigate sources. 

Mr. Hollis was very much concerned over this. I think the problem 
was one of capacity of Cleveland Container. I certainly have no 
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information which would be derogatory toward that company, for 
that matter. 

If I recall, their capacity was roughly 50,000 tubes a month. This 
impregnated tube was being used by the Weatherhead Co. To my 
understanding it was also being used by the Be and Ge Co. 

The quantities on these contr acts, Air Force contracts and Navy 
contracts, obviously could not be met with a 50,000 tube a month 
output. 

As I said, Mr. Hollis simply was relating to me his problem with 
tube sources in that, in short, had the Cleveland Container Co., been 
able to fulfill these ‘requirements, it would have meant expansion of 
their facilities. 

Therefore, it was my understanding from Mr. Hollis that the 
Cleveland Container people had requested of them that in effect they 
pay for this expansion to meet their production. 

To this Mr. Hollis objected. As nscaeman I can see his objec- 
tion, particularly in that he felt he knew another firm also was using 
this output. 

Of course, I cannot say that he is right or wrong, but, as I said, 
had I been sitting in his position it would seem to me I certainly 
would have wanted to investigate further sources. 

At this time, too, as I understand it, no other tube source was quali- 
fied as such. The Weatherhead Co. did pursue this specifically and 
as the result of testing by some of the firms, if I remember one was 
Continental Diamond and the other was National Fireworks, these 
two firms apparently came up with an item which might have been 
satisfactory. Weatherhead pursued this to the extent they tested it, 
and even fabricated some launchers to be fired at Eglin to test the 
strength of these tubes, because he had a real problem. Had the pre- 
production samples been approved this would have become a very 
urgent production problem. 

Other than this, Mr. Weir, and I do not intend to speak for Mr. 
Weir, but being in the District, Chief of the Production Branch, he 
of course assisted the Weatherhead Co. to run this thing down. 

He turned the matter over to the BDSA 

Mr. Rosack. What is that term ? 

Captain TuHurman. Bureau of Defense Service Organization, or 
something like that. 

Mr. Rosack. What is that? 

Captain THurman. A Government agency in terms of allocation 
of production. 

Mr. Ropack. From the Department of Commerce? 

Captain THurmMaNn. That is correct. It was simply to look at it 
from an allocation point of view. As I said, specifically I have no 
direct knowledge of this thing. As it happened, of course, the 
Weatherhead samples were not approved and this no longer was a 
problem. 

Mr. Rorack. This issue became moot as far as production was 
concerned, but the Air Force had an interest in this tube, did it not? 

Captain Tuourman. Absolutely. 

Mr. Rosack. Is it not a fact in your prospective procurement for 


the 19-rounder Aero 7D you are specifying the Clevelite tube and the 
Cleveland Container Corp. ? 


Captain Tourman. Not as such, sir. 
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Mr. Rosack. Did your specifications differ from those of the Navy ? 

Mr. Gipss. Yes. 

Mr. Rozack. You made a different specification from the Navy? 

Mr. Gisss. Some new specifications. 

Colonel Witson. Different wording. 

Mr. E. Morean. Is the different wording “or equivalent”? 

Colonel Wixson. No, it is spelled out in terms of “shall be of a 
certain type of coating.” It is not specific in nature. | 

Mr. Rogpack. Does it mention the word “Clevelite” ? 

Colonel Wirson. I would have to examine that. 

Mr. Rosack. Will you check and advise us on that? 

Colonel Wixison. We will, sir. 

Mr. Ropack. We are going to get copies of this, anyway. 

Mr. E. Morean. Clevelite is Cleveland Container Co. Clevelite 
is a division of Cleveland Container Co. and this is a trade name for 
that tube. 

Mr. Houirretp. You will furnish us a copy of your specifications, 
in any event, will you not? 

Colonel Witson. We will be glad to. 

Mr. Rozack. Was that invitation to bid made? 

Captain THurMan. Yes. 

Mr. Ropack. What was the date of that? 

Colonel Wixson. I can give you a brief rundown on this if you 
desire it. 

Mr. Ropack. We would like to have that. 

Colonel Wiison. Now? 

Mr. Ropack. Yes. 

Colonel Wrison. The 4th of February, a circular letter was sent 
to some 90 different concerns, those who had shown previous interest 
by bidding on launchers, and also we had consulted with the Navy 
in terms of what had been their experience with those people inter- 
ested in the Navy production. 

This went to some 92 concerns, this circular letter. 

On the 13th of March, having received bid cards from various con- 
cerns, the IFB was dispatched. 

Mr. Rorack. On what date? 

Colonel Witson. The 13th of March. The bids and data were sent 
to some 200 different concerns because this also had been synopsized, 
and they had firms who saw it and requested a bid set, so roughly 
200 different concerns received a bid set. 

On the 22d of March we received from the Navy, and approved by 
Eglin Air Force Base, some eight different changes, and by amend- 
ment No. 1 on the 22d of March we informed the 200 concerns of the 
changes and extended the opening date from the 11th of April to the 
19th of April. 

4 ar. Rozack. The 19th of April was when the bid submissions were 
ue? 

Colonel Witson. That is correct. The bid opening occurs. 

Mr. Ronack. You don’t know how many responses you will get? 

Colonel Wirrson. We do not. 

Mr. Rorack. Are you then testifying, Captain Thurman, getting 
back to this other point, you have no further information as to 
whether there was any followup inquiry by the Air Force? 





















322 AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 


Captain THurman. Well, as I said, Mr. Roback, the only thing 
I recall is that I am sure Mr. Weir from an administrative point of 
view, if for no other reason, followed this up. This could have 
become a real problem for the Weatherhead Co. 

Mr. Ropack. At this point with your permission, Mr. Chairman, 
I would like to ask Mr. Harvey Simms, representing the Cleveland 
Container Corp., to enlighten the committee if he can about that par- 
ticular episode and also in relation to the specifications which are on 
the Navy contract with the Be-Ge Co. 

Mr. Simms, can you help us out ? 

Will you be sworn and give your full name to the reporter? 

Mr. Hoxtrretp. You do swear that the information you are about 
to give to this committee will be the truth, the whole truth and nothing 
but the truth, so help you God ? 

Mr. Sus. I do, sir. 

My name is Harvey C. Simms. I am manager of the Washington 
office of the Cleveland Container Co. 

Mr. Chairman, I would like to bring up a basic point here. 

Mr. Houtrrecp. We will have to recess at this time until 1:30 and 
then we will ask you folks to be back at that time, please. 


AFTERNOON SESSION 


Mr. Ho.irtetp. The subcommittee will be in order. 
Mr. Simms, will you identify yourself to the reporter, please ? 


TESTIMONY OF HARVEY C. SIMMS, MANAGER, WASHINGTON 
OFFICE OF THE CLEVELAND CONTAINER CO. 


Mr. Sums. My name is Harvey C. Simms, of the Cleveland Con- 
tainer Co., Washington. 

Mr. Houirtetp. You are their Washington representative, part of 
the firm, or what is your position ¢ 

Mr. Stums. I am the manager of the Washington office and a full- 
time employee of the Cleveland Container Co. 

Mr. Ho.irrevp. You are authorized to appear here in their behalf 
and make such statements as you desire 

Mr. Simos. Yes, sir. 

Mr. Houirrevp. All right. You may proceed. 

Mr. Sreuas. Mr. Chairman, I would like to straighten out a point 
on the specifications and comment on the opening statement by the 
chairman of the committee regarding a complaint on the part of an 
official of the Weatherhead Co. that the Cleveland Container Co. was 
holding up deliveries of launcher tubes to both the Air Force and 
Navy contractors in order to place itself in a more advantageous 
price position. 

It is my understanding, sir, that Clevelite tube is a trade name for 

phenolic impregnated product developed by our company in the 
1930’s, was never in the Air Corps specifications at the time of the 
award of contracts by the Air Force to Weatherhead and Polan. It 
is my understanding that these specifications were for a paper tube. 
That is on ethyl cellulose dipped one or more times. It was only 
after Weatherhead was unable to produce this tube to the satisfaction 
of the Air Corps and to meet the requirements of the Air Corps that, 
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being close and knowing of our tube, came to us subsequently and 
said “Do you have a tube that you think we can work on the contract ¢’ 

Mr. Rosack. Is it your position that since this tube was not spect- 
fied by the Air Force, your company ought not to be put in the 
position of being deficient with respect to deliveries or price because 
that was not the thing that the specifications called for? Is that your 
testimony ¢ 

Mr. Simms. Yes, sir. It is our belief our tube could not be used on 
the Air Corps contract without some deviation from their specifica- 
tions on the contract. In other words, we had quoted Weatherhead 
and Polan on a plain tube that they had to subsequently process. 
They did not give us the order, for example, even for the regular 
paper tubes. They gave it to another company. In their prepro- 
duction engineering they found out they could not make the paper 
tube according to the Air Corps specifications, and I guess in a sub- 
sequent period of time, and I am not prepared to testify as to the 
exact time they came to us, they asked: What do you have to help us? 
We said we have the regular Clevelite tube. 

Mr. Rosack. Are you quoting a regular Clevelite price ? 

Mr. Stuns. Yes. It is our regular price. 

Mr. Rosack. That was the then market price ? 

Mr. Sumas. It is a commercial tube available to anyone at a regular 
price, whether it is Weatherhead, the Government, or anyone else who 
came to us for a Clevelite tube, sir. 

Mr. Rosack. Is that the phenolic tube or the paper tube ? 

Mr. Stuos. I am speaking now of the phenolic tube, which is the 
Clevehie tube. 

Mr. Rovack. As far as price was concerned, that was a matter of 
market price and everybody knew what it was. Is that your testi- 
mony ¢ 

Mr. Suums. Yes, sir. 

Mr. Rosack. With regard to the question of deliveries, do you have 
any information concerning an alleged holdup of Weatherhead pro- 
duction because of your delivery schedules, or what you were willing 
to deliver ? 

Mr. Simms. While information is not complete on that, we have an 
order with the Be-Ge Corp. for 30,000 launcher tubes, on which we 
have shipped approximately 14,400 to date, leaving us an approxi- 
mate balance of 16,000. That is the total quantity of releases on 
rocket launcher tubes from Be-Ge. There were a series of negotiations 
between the Weatherhead Co. and our company for a tube for use 
on the Air Corps rocket launcher. 

Mr. Rosack. Did you ever get a purchase order from Weatherhead 
or Poliun for tubes / 

Mr. Susrems. Polan, no, sir. 

Mr. Rosack. Did you get one from Weatherhead ? 

Mr. Stuns. It is my understanding we were offered a purchase 
order from Weatherhead for our Clevelite tube, but it contained spec- 
ifieations which did not normally meet our product. 

Mr. Rosackx. Are you saying that the request from Weatherhead 
was such that if you accepted, the burden of meeting specifications 


would have been transferred from Weatherhead to vou. Is that 
what you are saying / 
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Mr. Srums. Yes, sir. In addition our capacity of the Clevelite 

ear which is part of our normal Cleveland plant, was such that we 
ave not the production capacity to meet Weatherhead’s supposed 

requirements. 

Mr. Ropack. Were you then producing on the Be-Ge contract? 

Mr. Suums. We had an order from Be-Ge on which we originally 
delivered 5,880 tubes which were shipped in October 1956. 

emmeatet When was the purchase order from Weatherhead sub- 
mitte 

Mr. Srus. I haven’t that information but I assume it was in the 
fall of 1956. 

Mr. Houtrteip. Was the tube you shipped to Be-Ge your commer- 
cial Clevelite tube or was it a special specification ? 

Mr. Sivas. In our relationships with Weatherhead and Be-Ge we 
have always insisted that the tube we are going to supply is our regular 
commercial Clevelite tube. 

Mr. Morean. What is its normal usage? 

Mr. Stuns. It was developed as a low cost replacement to what they 
call laminated, thermo-etting rods and tubes for use in radio-television 
industry and electrical motor component parts. 

Mr. Ho .irtevp. Then insofar as the Weatherhead-Polan people de- 
pended upon your Clevelite tube, they were depending on an item 
which did not meet the Air Corps specifications ? 

Mr. Stms. As far as I know, we have not contacted the Air Force, 
nor have they ever contacted us, regarding a specification on a tube to 
be used in a launcher. 

Mr. Rozack. Does the same go for the Navy? 

Mr. Srums. No, sir. 

Mr. Ropack. You were contacted by the Navy? 

Mr. Srwms. Yes, sir. Since 1951 we have been working with the 
Navy on launcher tubes. 

Mr. Hottrtetp. Let us follow that up, please. In working with the 
Navy on launcher tubes are you speaking about your commercial tube 
or are you speaking about the development of a peculiar specification 
tube? 

Mr. Stums. Originally our development with the Navy was on a 
plain paper tube. It was a mailing tube type which you normally use 
for mailing drawings, and so forth. 

However, as it developed, the original contract to our understanding 
was a research and development contract to Century Engineers, and 
we were asked to submit paper tube samples. 

Mr. Rosack. Whom were you asked by ? 

Mr. Sruas. Century Engineers. 

Mr. Ropack. You were not asked by the Navy? 

Mr. Stuns. No, sir. 

Mr. Rozack. You did not have dealings directly with the Navy? 

Mr. Simms. That is right, not directly. 

Mr. Ropack. You dealt with Century ? 

Mr. Sts. Yes. Indirectly 90 percent of our dealings with the 
Navy on launcher tubes have been through Century Engineers who 
had a research and development contract with the Navy. 

Mr. Ho .trtevp. So the tube you furnished them was your commer- 
cial tube, or was it according to specific specifications ? 
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Mr. Stums. Sir, when you say commercial, you mean an impreg- 
nated tube or a plain tube? 

Mr. Horirretp. A phenolic tube. 

Mr. Stas. To go back 

Mr. Hoxtrterp. Is this tube your regular commercial tube or are 
you making that up to particular specifications for Be-Ge? 

Mr. Sros. The Be-Ge tube today is basically in accordance with a 
drawing of Century Engineers that is required on the Be-Ge contract 
and a military specification as part of that contract, but it is our com- 
mercial tube, sir. 

In other words, it is not different in its characteristics or its toler- 
ances than if someone came in and ordered a commercial tube from us 
of our regular Clevelite. 

Mr. Ropack. Does your trade name appear on the specification or 
the drawings in the case of the Be-Ge specification ? 

Mr. Sars. Yes, sir. 

Mr. Rosack. What does it say? 

Mr. Srums. It states phenolic impregnated spiral wound paper base 
laminated tube may be purchased from Cleveland Container Co., 
Cleveland, Ohio, or equal. 


Mr. Rorack. It may be purchased from Cleveland or equal? What 
does that mean ? 


Mr. Stums. May be purchased from Cleveland Container Co., 
Cleveland, Ohio, or equal. 

Mr. Ronack. What do you understand “or equal” to mean? From 
a company that was equal to yours in ability ? 

Mr. Srums. Might I make this statement ? 

Mr. Rosack. Make any statement you wish. 

Mr. Stuus. We did not know, nor did we see the drawing or the 
specification on this launcher tube until I in my normal course of 
events spotted the launcher from the Navy procurement office and went 
down and obtained a copy of it. That was the first indication or 
knowledge I had that there was a specification, or our tube was speci- 
fied on Navy procurement. 

Colonel Witson. On the same drawing to which Mr. Simms refers 
there is note No. 5, and this I just got over the telephone from Wright 
Field. 

Mr. Rosack. We are talking about the Navy contract. 

Colonel ee This is what we are using in the procurement of 


the rounds, Navy drawings. We are using the same drawings. Note 
5 states: 





Any and all reference to commercial types, styles, trade names, and catalogs 
are intended to be descriptive and not restrictive, and only to indicate the char- 
acteristic of articles which will be satisfactory. 

Mr. Rosack. Is that an addendum by the Air Force? 

Mr. Stuns. That is on this same drawing. 

Mr. Rosack. The question is this, Mr. Simms: Is it the opinion of 
your company that the Navy or the Air Force was entitled to make 
that specification on the basis of the characteristics of the tube as your 
company knows them ? 

Mr. Simms. There is a question about that, sir. We have supplied 
Century engineers, who were the developers of the launcher, a total 
of approximately 17,000 tubes over a period of 2 years. But prior to 
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the issuance of the specification and drawing we have never had a 
chance to comment on it or to say whether we could make the tube 
according to that specification or not. 

Mr. Rosack. Have you any information as to whether the specifi- 
cation was too rigid for the tube or the tolerances too close ? 

Mr. Srums. We believe they are, sir. 

Mr. Rogack. They are what? 

Mr. Srums. Too close on tolerances. 

Mr. Rosack. So as your company understands it, the drawings or 
the specifications say that a tube may be obtained from your company 
which in your company ’s opinion cannot be obtained ? 

Mr. Suvms. Cannot be supplied. 

Mr. Rorzack. Does it str be you as unusual that the Navy or an Air 
Force document would put that in the specifications for a tube without 
telling you about it? 

Mr. Sts. That is the first time in our dealings with the Govern 
mept that we didn’t know about it. Normally, we are in full knowl- 
edge of it, are in agreement with it, or have 1 registered disagreement. 

Mr. Ropack. Or at least would have an opportunity to work on it. 

Mr. Stuus. That is right. 

Mr. Houirtevp. I am not quite clear in my mind, then, in regard 
to these tubes that are being furnished to Be-Ge Co., are they your 
regular phenolic impregnated tube which you make commercially for 
other purposes ! 

Mr. Stuns. Yes, sir. 

Mr. Ho.irrerp. Are they made to a peculiar size or are they just 
the regular size that you make for other purposes ! 

Mr. Sims. In our industry, sir, there are many sizes. If you want 
a tube 1 inch in diameter or 15 inches in diameter we can make it. 

Mr. Hotirtevp. As far as construction of these tubes is concerned, 
you followed the same program in making them and the same manu- 
facturing process, same dipping process as you do in your normal 
production of other sizes of tubes for other purposes ? 

Mr. Suns. Yes, sir. 

Mr. Ecxnarr. Did the Weatherhead Co. or the Polan Co. ever 
ask you to quote on these tubes that were going to be used in their 
production runs prior to the time they submitted a bid ? 

Mr. Stas. Yes, sir. 

Mr. Ecxuarr. What figures did you quote prior to the submission 
of their bid? 

Mr. Stwus. On August 17, in accordance with drawing RD-12- 
3705 we quoted on 1,048,800 tubes, plain paper tubes at $138.75 a thou- 
sand. 

Mr. Rosackx. What is the unit price? 

Mr. Stmms. Less than 14 cents. That tube was supposedly, and I 
may be wrong in my interpretation here, in accordance with the pre- 
vious tubes and specifications. It requires an ethyl cellulose dipping 
process. I don’t know if it is once, twice, or three times. It is a tube 
which needs further work which brings the price from 14 cents up to 
a much higher figure. 

Mr. Morcan. The cost of the dipping? 

Mr. Stums. Yes. After it is dipped, say by Century Industries, 
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the final cost of the tube would not be 14 cents but it would be much 
higher. he ' ahs it 

Mr. Howirrecp. They did that dipping. You didn’t do it in your 
plant. You furnished them the basic tube ? 

Mr. Srums. No,sir. We didn’t get the order. 

Mr. Honiriexp. You didn’t get the order for the Century Indus- 
tries ¢ 

Mr. Sous. For them, nor Weatherhead. I believe they gave the 
order to another paper tube company. 

Mr. Eckuarr. Weatherhead requested you to quote on a raw paper 
tube ? 

Mr. Stuas. Yes, sir. 

Mr. Eckuarr. You quoted them? 

Mr. Sims. Yes, sir. 

Mr. Ecxnarr. Did Weatherhead come back to you subsequently 
and ask at what price you can supply them the tube if it were impreg- 
nated by your process / 

Mr. Simms. Yes, sir. 

Mr. Ecxuarr. What price was discussed at that time? 

Mr. Srums. One dollar, approximately. 

Mr. Ecxuarr. If you did the impregnating of the tube ? 

Mr. Stums. Yes, for an impregnated tube similar to what we had 
previously supplied to the Navy for testing, or Century engineers for 
testing. 

Mr. Ecknarr. Did they have any estimates or did they make known 
any estimates to you as to what they thought an impregnated tube 
should cost ? 

Mr. Stums. Weatherhead? I do not have knowledge of that. 

Mr. Eckuarr. Was there any discussion about the impregnation, 
final impregnated tube being about twice the cost of the raw paper 
tube? 

Mr. Simms. What you might be referring to is Be-Ge’s original 
estimate on their Navy contract but not Weatherhead. 

Mr. Eckuartr. Did Weatherhead come to you subsequently—— 

Mr. Sus. As I understand it, after they could not use the paper 
tube with the ethyl cellulose dip they came to us and said “We hear 
you have an impregnated tube. Could we use it?” 

Mr. Rosack. Did you ever initiate with Weatherhead the proposal 
that you could solve that tube difficulty ? 

Mr. Stuas. I am not prepared to go ito the detailed relationships 
between Weatherhead and our company. 

Mr. Rosackx. You don’t know whether Weatherhead initiated the 
proposal or your company ? 

Mr. Sims. I don’t know, sir. 

Mr. Ropack. You never represented to Weatherhead that you could 
meet the specifications ? 

Mr. Stuns. I am sure we never represented to Weatherhead that 
we could meet certain specifications. We have always offered our 
commercial grade tube and that is where the big discussion and dis- 
agreement lies. 

Mr. Rosack. Have you had inquiries from prospective bidders on 
launchers for quotations on phenolic tubes ? 

94005—57——22 
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Mr. Simms. Which quotation, sir? 

Mr. Rogack. On the stiff tube? 

Mr. Simms. Which procurement? The Navy tube? 

Mr. Rosack. Either.the Navy or the Air Force. 

Mr. Summs. Our first indication of any procurement was the Navy 
procurement in April of 1956 on the IFB from the Navy purchasing 
office. 

Mr. Rosack. Which Be-Ge finally got? 

Mr. Srmms. Yes. 

Mr. Rosack. Did a number of people make inquiries of you and 
did you represent to those companies that you could meet specifica- 
tions or did they tell you about specifications ? 

Mr. Sums. Yes, sir. The low bidder, to whom it was not awarded, 
Chromecraft, nor the Be-Ge Corp. prior to the time of the award- 
ing of the contract, ever asked us for a price on the tube. 

Mr. Rosack. But other people did? 

Mr. Srums. Yes. 

Mr. Rosack. You merely quoted the price on the tube? 

Mr. Simms. Yes, sir. 

Mr. Rosack. Without saying whether it would meet specifications 
or not ? 

Mr. Stuns. Here is what we said. I have copies of all our quota- 
tions. 

Mr. Ropack. Can.you give us.a sample response / 

Mr. Sruns. Yes, sir. It is a copy of a quotation. We will leave 
off the name because that is not pertinent. It is dated April 16, 1956, 
and it is confirming a quotation on two tubes. 

One, the outer 15 inch diameter tube which is not in question here, 
and the other states “Clevelite grade L-20 tube, less punching, 2.870 
plu or minus .008 i. d. by 3.020 plus or minus .008 o. d. by 48 inches 
plus 030 minus 060 long. The price in one thousand lots $1.15, ten 
thousand $1.10, fifty thousand $1.05, one million or more $1.00. 

Mr. Rosack. Is there anything else except the price? 

Mr. Sirus. Yes, sir, one more thing. Same as above except 
punched, with the holes punched in it, the price would be in 1,000 
lots $1.20 each; 10,000, $1.15 each; 50,000, $1.10 each; 1 million or 
more, $1.05 each. 

Mr. Rosack. When these prospective bidders make such inquiries, 
would you say that on the basis of the information contained in 
the specifications that they see your name, come to you, and come 
for a quote, but there is no advice as to whether this tube will meet 
the specifications, and in fact you don’t think it will ? 

Mr. Stus. Now we are getting into a very technical subject. Shall 
we say it is on the borderline, sir? In other words, it is rather close. 
The specification does not specify when the dimensions shall be meas- 
ured, and if they were measured under normal standard test condi- 
tions, in other words, 70°, 15 percent relative humidity, et cetera, we 
believe it would. 

Mr. Rosack. Under excessive heat or humidity the tubes might 
warp? 

Mr. Sts. Yes, or lengthen. 

Mr. Ropack. Or erack? 

Mr. Sts. Not crack. They might lengthen or shorten depending 
on weather conditions. 
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Mr. Rosack. Those variations in dimensions might make a differ- 
ence between whether the rocket could be ejected or not? 

Mr. Stus. No, sir. To my knowledge, of all the firings that have 
been made with the tube we have never had a failure of the tubes. 

In the testimony by Mr. Babbitt, and our first knowledge of it was 
yesterday afternoon, that the tube was no good and it failed in firings, 
to our knowledge, and we have little knowledge from the Navy and 
you can get such information from them, all the test firings our tubes 
have been in we never have had failures reported. 

Mr. E. Morcan. Have these firings been under normal weather 
conditions ? 

Mr. Stus. We are tube suppliers and as such we have no knowl- 
edge, nor has any been offered us, nor do I think it would be made 
available to us. 

Mr. E, Morcan. Do you know whether or not these firings are made 
after the launchers were subjected to humidity tests ? 

Mr. Stas. I am sure they have. Be-Ge’s preproduction samples 
must have been passed and approved with our tube. If it is a require- 
ment of the specification 

Mr. Rosack. Do you believe because of the specifications associ- 
ated with your name it puts you in an unfair position ? 

Mr. Simos. We feel our name has been used a little derogatorily, 
shall we say, in that we have been accused of holding up deliveries 
of tubes both to the Air Force and Navy to improve our price posi- 
tion. I believe our records, of which I gave you a copy of the quote 
in April, is exactly the same price Be-Ge 1s paying now. 

Mr. Hortrrerp. One of the reasons we offered you the opportunity 
to appear here today is to spread upon the record the true case with 
regard to your company. We certainly do not want any unfair im- 
plication to be enedle about your company or any other company, 
and that is why you have been invited to appear here. 

Mr. Stmms. The original contract with Weatherhead had nothing 
to do with our phenolic impregnated tubes. It was only after the in- 
ability of Weatherhead to perform on the contract that they started 
looking around for some other means to solve their difficulty, and the 
product we offered would cost them a half million dollars more, and 
therefore they could not afford to do that, so they terminated the con- 
tract. Basically that is the story. 

Mr. Ecxuart. Would you elaborate on that a little more? How 
would it cost them a million dollars more? 

Mr. Srums. Approximately a half million dollars. I am speaking 
of round figures. 

Our original quote was 14 cents on the paper tube. Our quote on 
the phenolic tube—I have never seen copies of quotes to Weatherhead, 
but let us use a figure of $1, there is quite a difference between 14 cents 
each and $1 each on the 1 million tubes. 

Mr. Ecxuarrt. Did they expect to get a plastic impregnated tube 
for less than $1 if they plasticized it themselves? 

Mr. Srwms. I don’t know. I assume they must have had a figure 
when they made the estimate. 

Mr. Ecxnart. What about Be-Ge? 

Mr. Stas. Here again I don’t know, sir. We never quoted Be-Ge 
before they: got the contract. Information was that Be-Ge in their 
original estimate took the price of a paper tube and doubled the cost 
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and figured that would take care of the impregnation, that they sub- 
mitted their bid on that basis. 

Mr. Ecxuarr. Actually in computing their bid they expected to be 
able to get a tube plasticized for approximately 30 cents ? 

Mr. Simms. That is my understanding. 

Mr. Ecxuarr. On the basis of your knowledge, if they were going 
to use your tube, it could not be done for less than $1 ¢ 

Mr. Sums. That is right. 

Mr. Eckuarr. Were any requests by either Weatherhead or Be-Ge 
to your company to change any of the dithensions of the tube made? 

Mr. Srums. Our records show we have altogether furnished ap- 
proximately 6,000 tubes to Weatherhead Co. in Cleveland, Ohio. 
First we sent W eatherhead 150 tubes made to the dimensions of Cen- 
tury Engineers’ drawings, and the balance of the 6,000 tubes were fur- 
nished in 5 different sizes specified by the Weatherhead Co. 

Mr. Ecxuarr. By sizes do you refer to the inside and ouiside 
diameter ¢ 

Mr. Simms. I am speaking of the inside diameter which would have 
to remain constant because the rocket dimensions would be constant. 
Therefore we refer to the outside diameter, in other words, the heavier 
wall tube, or a slightly different length tube. I am sure we refer to 
a heavier wall tube. 

Mr. Hotuirtetp. One question to help clear up the implication you 
were holding back on your deliveries in order to obtain a higher price. 
In the computation of the tube which you planned to sell for approxi- 
mately $1: Is there a computation of the cost of that tube and the 
buyer's price which you quoted to them? Did you compute your 
price on the basis of your ordinary profit scale of doing business ? 

Mr. Sumas. Yes, sir. 

Mr. Hotirretp. In other words, percentagewise you were not, to use 
a common word, gouging these people from the standpoint of the 
price you asked ¢ 

Mr. Srums. No, sir. 

Mr. Ho.irrevp. Substantially you were charging them the same 
profit percentage that you w ould on your 14 cents tube / , 

Mr. Sms. Yes, sir; we quoted the same price on the Navy re- 
quirements previous to the Weatherhead request. 

What we quoted Weatherhead I could not say, sir. When Weather- 
head changed specifications to a thinner wall I imagine the price 
would be cheaper. 

Mr. Rosack. Did you say in effect, if you would have to produce 
these things you would need more plant ? 

Mr. Simms. Our estimated capacity per month on the Navy speci- 
fication launcher tube is approximately 50,000 a month. In other 
words, based on our computations, we could have gotten by in supply- 
ing Be-Ge with their requirements, but we could not supply Be-Ge 
and Weatherhead without additional facilities. 

Since this military procurement is, shall we say, an uncertain thing 
and requirements change overnight or new items are developed, we 
did not feel, nor do we yet feel, that we should spend our money to 
expand our facilities to be used for a month or two and then get it 
canceled. I understand that is the basis of difficulty with W eather- 
head. 
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They said they wanted us to produce with our money. We said 
“If you want us to produce so many a month you will have to pay for 
it as we will need additional facilities.” 

Mr. Hourrretp. When Century Industries performed their contract 
of 100,000 launchers with the Air Force, did they utilize your tube? 

Mr. Stuns. No, sir. 

Mr. Howirretp. Do you know whether they bought a plain paper 
tube and impregnated it themselves or did they buy an impregnated 
tube such as your Clevelite tube ? 

Mr. Stas. A plain paper tube impregnated by themselves. That 
was the original basis of the contract to Weatherhead and Polan. 
They were supposed to buy a plain paper tube and impregnate it 
themselves which they were unable to do. 

Mr. Ecxuarr. Did any of these manufacturers represent to you at 
any time that your price was out of line? 

Mr. Sivas. Yes, sir. Weatherhead and Be-Ge always were trying 
to find a cheaper tube. 

Mr. Ecxnarr. Did either of them represent that because of the 
difference between the 30 cents they expected to be able to get a tube 
for and the $1, that would be responsible for their losing money on 
the contract ? 

Mr. Sms. I cannot answer that although I think the assumption 
would be there, sir. 

Mr. Howrrrevp. But their criticisms of your price were based on 
their natural desire to get a cheaper price and not necessarily on their 
knowledge of your cost analysis. 

Mr. Siums. That istrue. In other words, they had a contract with 
the Government at a fixed price. 

Mr. Hourrieitp. Again I will ask this question clearing up your 
company’s position. We recognize that any industrial company such 
as yours is entitled to a fair profit and there is no complaint about 
that. Because of the allegation that you were holding them up for an 
unusually high price—Do you again state to this committee that in 
the computation of this price of an impregnated tube at approximately 
$1 that you only considered your regular formulas of production and 
profit percentages / 

Mr. Sums. Yes, sir. From the knowledge I have it is our normal 
Clevelite price of that size of tube, that diameter and wall thickness, 
and that would be the price of the tube. 

I would like to point this out, sir: If you are buying a paper tube, 
a plain unimpregnated tube, the price varies from 12 to 14 cents. 
Our tube is a phenolic-impregnated tube developed as a substitute, 
as I said before, for a bakelite tube which is a molded pure phenolic 
tube. 

If you were to use on this launcher a pure phenolic molded tube 
the price would be 3 to 4 dollars each. 

Our tube was designed, and still is used, as a substitute, and shall 
we say of lesser physical and chemical properties than the expensive 
tube. 

In other words, our paper tube is a 1-ton truck, the phenolic is a 
5-ton truck, and the molded one is a 10-ton truck. You have to 
choose what you want to use. 








332 AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 


Mr. Ho.irrexp. The committee will offer you an opportunity to sup- 
plement your testimony on this point by a letter where you can state 
the facts regarding your cost analysis on the dollar tube and any 
additional information as to whether it was of a normal percentage of 
profit or abnormal according to the business you conducted. 

Mr. Rosack. Have you any other comment on the testimony and 
information on the record ? 

Mr. Sours. Our first knowledge of this hearing was yesterday 
morning when we received a telegram from the committee, so yester- 
day afternoon I came over and had a short discussion with Mr. Ro- 
back and borrowed a copy of the minutes of the meeting of February 
8 


There seems to be a great many inaccuracies about this Clevelite 
tube in the testimony of Sabrent 8. 

Mr. Hotrrrecp. You may clear them up now or submit a written 
statement for inclusion in the record at this point. 

We realize the time was short but we thought in fairness to you, 
as long as this was going to be brought out in the testimony, that 
you should be here to protect your own position and the good name 
of your company. 

Mr. Sos. Let me comment on the points that I can and then 
perhaps we can supplement it later. I refer now to page 41 of the 
testimony, the statement of Mr. Babbitt. 

First I will go back to page 40 with regard to Mr. Babbitt’s state- 
ment that he knows certain things about the characteristics of the 
tube. He says “It has been offered to us, and we turned it down 
because we felt it wouldn’t do the job.” 

According to our records, the first time that Mr. Babbitt ever had 
any of our tubes was immediately prior to the procurement of the 
Navy IFB, which indicates to us now that he had prior knowledge 
of the specifications which we did not have, and therefore he sent us 
a request, and we quoted 100 tubes. 

Mr. Ropack. Which Navy IFB do you refer to? 

Mr. Sums. The Aero 7D in April of 1956. 

Colonel Witson. That is the one where Be-Ge has the contract. 

Mr. Stus. He requested these 100 tubes and we had no knowledge 
of why he requested them. In the testimony it says he made up pre- 
production samples to see if he could make it, so it did not fit to- 
gether. However, the story seems to be now he had prior knowledge 
of the specification. 

Mr. Rosack. You are making an inference as to what he knew and 
you are not testifying that you do know that. 

Mr. Suvas. That is right. He says here “It has been offered to us 
and we turned it down.” I think he came to us and requested it. 

On page 41 of the transcript Mr. Roback says: 

Are you saying it is your understanding that the failure of the Weatherhead 
contract was due in substantial part to the use of these tubes? 

We would like to say that we think the Weatherhead contract was 
in trouble before they came to us for the phenolic impregnated tubes. 
Therefore we have been used as a whipping boy somewhere in this 
procurement for the failure of Weatherhead to produce. 

Mr. Hotirteip. This committee certainly doesn’t intend for you to 
be used that way, Mr. Simms. 
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Mr. Sumas. I know that, sir. 

Then on page 42 of the transcript Mr. Babbitt says: 

Yes, sir, we tested it to see what would happen. We used a tube costing 
1814 cents, and the Clevelite tube costs $1.10. 

Sure, the basic paper tube costs 1814 cents, but he has quite a bit 
of work to perform on that tube before it gets to the point where he 
will use it in the launcher. He will have to dip it in ethyl] cellulose, 
once, twice, or three times. I don’t know the process. Our tube has 
to be compared in cost to the finished tube. In other words, additional 
work has to be done. 

Mr. Ho.irrevp. A fair comparison would have been, say, 18 cents 
to 14 cents. 

Mr. Stuns. Yes, sir. 

Mr. Houirtevp. Because in both instances then you would have been 
talking about a plain paper tube before impregnation. 

_ Mr. Srovas. Yes, sir. 

Then on page 42 Mr. Roback asked Mr. Babbittt a question and 
said: 

What would be your position if you were a successful bidder on a Navy 
contract and you had to use this tube as called for in the specification? What 
would your position be? 

“I would have to ask for a definite amendment not to use this tube.” 


Here is a man supposedly experienced in Government procurement 
and he is entering into a bid saying : 

I am bidding on the specifications but I really do not want this applied. I want 
something else applied. 

Mr. Hotirrecp. The bid specifications would permit him to ask 
for that deviation, I would say. 

Mr. Srums. He is thinking of an ethyl cellulose plain paper tube. 
He is not thinking of a phenolic impregnated tube. My belief from 
reading this testimony is that the reason he does not like this tube is 
because he is convinced that the plain tube he dips also is a superior 
product. 

Mr. Howtrtep. He has a right to that conviction. 

Mr. Suums. Yes, sir. 

Mr. Houiri1erp. Whether he is right or not, we will not pass on it. 

Mr. Stums. I want to bring that point up. In our experience as a 
prime contractor for the military, if we enter into a Government 
formal advertised bid with the thought that we have reservations 
and then attempt to go back and attempt to get amendments and 
deviations, that is not in accordance with military procurement pro- 
cedure. 

Mr. Hotrrtexvp. I do not draw the fine distinction that you draw 
because, as I understand it, the bid specifications specify the Cleve- 
lite or equal, 

Mr. Sms. Sure. 

Mr. Hottrrecp. And therefore he was responding to a question 
which, as I understand it, tied him down to the Clevelite tube. He 
said that he would finally have to have a deviation there. He would 
have to ask for an amendment which, of course, I think a bidder would 
be entitled to do. If he had a specification which he thought he 
could not make perform properly, he would bid on it with that con- 
tingency that he be allowed to change a certain specification in order 
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to make the article work. I think he would be proceeding in good 
faith and in good order if he did it that way on his initial bid. 

Mr. SrmMs. “Well, sir 

Mr. Rosack. Mr. Simms 

Mr. Hotirretp. Would you agree with me? I am not trying to 
argue the point with you. 

Mr. Stas, You are probably much more experienced in it than I. 

Mr. Rosack. You are addressing yourself to the technical question 
on an advertised contract whether an amendment to the bid was in 
order, whereas the testimony concerned itself with the question not . 
of the matter of technical bidding on a contract but on the question 
whether this tube was adequate for the specification. Your testi- 
mony to this committee in substance agrees with that, that the tube 
was not in your judgment adequate for the specification. Is that not 
so? There is no disagreement basically on that point. 

Mr. Suums No. 

Mr. Hovirtevp. In fact, I think your testimony and Mr. Babbit’s 
coincide on that point. His thought was that the Clevelite tube 
would not meet the military spec ifications and I think you testified 
the same way. 

Mr. Srus. On page 43 of the statement of Babbit: 

It was told to me by people in the company and by some of the subcontractors 
that the reason they could not deliver any of the other materials is because the 
company could not get any tubes. 

Mr. Hoxtrtevp. He is stating there, as I understand it 

Mr. Suwms. He is speaking of the Be-Ge, To us that is not true, 
sir. 

Mr. Rosackx. Have you complied with all the delivery schedules on 
purchase order from Be-Ge? 

Mr. Sims. In October when we made our first delivery to Be-Ge 
of 5,882 we had 8,500 tubes sitting in our plant awaiting release by 
Be-Ge, and those were not released until last week. 

Mr. Rosack. That was because Be-Ge had then not yet had its 
preproduction samples approved ? 

Mr. Srwas. That is right. In other words, they had not got the 
go-ahead from the Navy. 

Mr. Rosack. Has Be-Ge tried to negotiate with you to reduce your 
price? 

Mr. Stus. Yes, sir. 

Mr. Rosack. What is your experience on that point ? 

Mr. Stums. What do you mean? 

Mr. Rosack. What is the situation with regard to—let us put it 
this way. Has the holdup on purchases by Be- Ge been occ asioned by 
an effort on their part to get a substantial reduction in the price of the 
tube ? 

Mr. Srums. The holdup, shall we say—we do hold a purchase order 
from Be-Ge on which we have delivered 14,400 tubes against an order 
of 30,000. That is all they have released. In other words, we are 
ready, willing, and able to produc e the tubes at any time. 

Mr. FE. Morcan. This quantity is only a small portion of the total 
quantity they will need to perform the contract. 

Mr. Stus. That is true. They have never offered us a further pur- 
chase order on the tube because of price. 

Mr. Houirmerp. What price tube are we talking about? 
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Mr. Sms. $1.05, sir. In other words, they are making every effort 
to find another source of supply to the launcher tube at a cheaper 
price, which is normal business on their part. We are ready, willing, 
and able to supply Be-Ge, Weatherhead, or any one up to the limit 
of our capacity, the first one to get the purchase order in our plant. 

Mr. Rosacx. Have you any further observations on the testimony 
at this point ¢ 

Mr. Simms. On page 44 of the transcript Mr. Babbit says: 

The tubes have been tested on the development items, the prototypes and 
experimental items. The launcher that was used at least passed all the Navy 
tests. 

What tests did they fail? 

Mr. Bassir. In the production tests. 





To our knowledge—and I say we are not in the confidence of the 
Navy and the prime contractor, but neither Weatherhead, Be-Ge, 
Century Engineers have never reported to us that our tubes ever 
failed in any test firings or environment or packaging material or any 
of the tests on the tubes. 

Mr. E. Morcan. Was he referring there to the phenolic impreg- 
nated tube or was he referring to the soft paper tube of the Cleveland 
Container Co? 

Mr. Simms. From this report I understand he is talking about 
the phenolic impregnated tube, sir. 

On page 47 he says: 

That is what I was told by one of the employees of Be-Ge, that is, the reason 
they could not get out their production is that they could not get the tubes. 


I think the record would so indicate now that they are. I do not say 
that Be-Ge claims that, but he says Be-Ge claims that. 

Mr. Houtrrevp. He was testifying on a hearsay report from a former 
employee. We are glad to have you straighten up that point, sir. 

Are there any further questions? 

Mr. Rosack. The question there might be whether they were getting 
the price they wanted. 

Mr. Simms. That is a pretty important point, sir. That is all I 
have. 

Mr. Hourrretp. We have no further questions. Mr. Simms. If on 
later contemplation you wish to submit a letter to us, we would be 
glad to receive it because we want to treat every industrial company 
which is mentioned before our committee with the utmost fairness. 

Mr. Simms. Thank you, Mr. Chairman. 

(Information furnished subsequent to hearings follows:) 

Marcu 25, 1957. 
To: Harvey Simms, Washington. 
From: L. C. Ruckman, Cleveland. 
Subject: Rocket launcher tubes. 

This is with reference to rocket launcher tubes furnished by us which we un- 
derstand from you was mentioned in testimony before the Military Operations 
Subcommittee. As we explained to you in our telephone conversion today we 
know practically nothing about the performance of the tubing as we have not 
been in the confidence of any of the contractors working on rocket launcher pack- 
ages. This may be because the information was of a classified nature. Our tub- 
ing was a proprietary item and made to certain dimensions. 

In order to give you a brief history of our experiences with this tubing, our rec- 
ords appear to show that we first furnished sample tubing to Century Engineers 


of Burbank, Calif., in March of 1955. Our records also show that in 1956 we 
shipped 100 tubes to Century Industries of San Pedro, California. Altogether our 
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records show that we have shipped approximately 17,000 tubes to Century Engi- 
neers over a period of about 2 years. 

We also furnished a quantity of rocket launcher tubes to the Weatherhead 
Co. here in Cleveland as preproduction samples. Our records show that alto- 
gether we furnished approximately 6,000 tubés to this company. First we sent 
the Weatherhead Co. 150 tubes made to dimensions per Century Engineers draw- 
ing and the balance of the 6,000 tubes furnished were made to 5 different sizes 
specified by the Weatherhead Co. 

We have also furnished some rocket launcher tubes to the Be-Ge Co. of Gilroy, 
Calif. Altogether we have shipped 14,400 tubes of which 8,520 tubes were shipped 
within the last few days. The balance of the 5,880 tubes were shipped last Oc- 
tober. We have not been advised as to the performance of the tubing shipped 
to Be-Ge last October which we assume has been used in the assembly of rocket 
launcher packages. The very fact that the Be-Ge Co. ordered 8,520 more tubes 
shipped to them would lead us to believe that the prior shipment was satisfactory. 

As we mentioned in the start of this memorandum, we have no way of knowing 
the performance of our tubing under actual firing test. We have heard indi- 
rectly from both the Navy and the Air Force and this amounts to hearsay, that 
the tubing that we have produced has been more satisfactory than any other tub- 
ing that has been tested for this purpose. Further in this same respect both the 
Weatherhead Co. and the Be-Ge Co. in trying to secure cheaper tubes let us know 
that they were trying to secure tubing from a number of other sources. The 
very fact that they continue to use our tubing as mentioned before would indi- 
eate that our tubing was as satisfactory as they could purchase within a given 
price range. 

If there is any additional information that you need for the Military Opera- 


tions subcommittee, please request it and we will do our best to furnish such 
information. 


L. C. RUCKMAN. 


Mr. Ropacx. While the Air Force stands by, may we hear Mr. 
Haugh, of the Small Business Administration, on their matters of 
mutual interest? 

Mr. Hottrretp. Please give your full name and your title to the 
reporter. 


STATEMENT OF THEODORE HAUGH, SMALL BUSINESS ADMINIS- 
TRATION LIAISON OFFICER TO THE OFFICE OF THE SECRETARY 
OF DEFENSE 


Mr. Haven. My name is Theodore Haugh. I am the Small Busi- 
ness Administration liaison officer to the Office of the Secretary of 
Defense. My office is in room 3E827, The Pentagon. 

Mr. Howirrerp. May I make a preliminary statement here on the 
purport of this inquiry. 

Testimony on the small-business set-aside portion of the Air Force 
rocket launcher procurement showed that Polan Industries of Hunt- 
ington, W. Va., as small business had been awarded a $3 million 
contract for 150,000 launchers. 

Then Polan subcontracted the launcher production back to Weath- 
erhead, the large business, which was the successful bidder on the 
unreserved quantity of 150,000 launchers. Thus Weatherhead had 
the production-run benefit of a double quantity of launchers, while 
Polan acted more or less in the role of broker. 

General Thurman and the other Air Force witnesses took the posi- 
tion that it was not good policy to prohibit subcontracting by small 
business to large business, and that in any event they were helpless 
to limit the amount of subcontracting under applicable armed serv- 
ices procurement regulations and Air Force procurement instruc- 
tions. Furthermore, they produced correspondence from Robert C. 
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Owens, the Small Business Administrative representative stationed 
at Wright-Patterson Air Force Base, the headquarters of the Air 
Materiel Command, which indicated that the Small Business Admin- 
istration did not obj ject to this contract. 

That position appears to be in direct conflict with the one taken 
by the Small Business Administrator, Wendell B. Barnes, who wrote 
in response to my inquiry that the Polan-Weatherhead subcontract- 
ing arrangement was contrary to small business policy and legisla- 
tion. Mr. Barnes had approved a $250,000 loan to Polan to finance 
the launcher contract. He advised that further disbursements on 
the loan, beyond the $27, ora already paid out, would be stopped: 

When I informed Gen. E. W. Rawlings, commanding officer of 
the Air Materiel C ndaaied: of these developments, he wrote me that 
the Small Business Administration action “came as a surprise to 
us,” in view of the stand taken by the local SBA representative. 

Mr. Barnes sent me a copy of a letter he wrote to Secretary 
Quarles of the Air Force, asking for a meeting of representatives 
of the Air Force and the Small Business Administration to discuss 
the subcontracting matter with a view to preventing its recurrence 
in connection with other contracts. 

An Air Force witness, Gerritt Wesselink, testified that he and 
Mr. Weddell, as the Air Force representatives designated to discuss 
this matter with the Small Business Administration, repeatedly tried 
to contact the latter agency, but were unsuccessful. The testimony 
was heard by Curtis E. Anderson, Chief of the Procurement Assist- 
ance Division, Small Business Administration, who was present as 
an observerat the request of the subcommittee. 

Today we want to hear from the Small Business Administration 
why they have failed to meet with the Air Force, as stated in Air 
Force testimony. We also want to know why there is an apparent 
conflict on policy within the Small Business Administration, and 
what the official policy is supposed to be. 

For the convenience of the subcommittee members, there are copies 
of the pertinent correspondence to which I referred in these remarks. 
All this correspondence is in the public record of the hearings. 

Now, Mr. Haugh, you may make such statement as you wish. 

Mr. Haven. I have no formal statement. I am appearing to at- 
tempt to clarify the Small Business Administration position in the 
matter and to give an explanation of what we have done in this case 
and what we have done with reference to subcontracting in the future 
so the committee will have a more clear and concise view of what our 
situation is. 

Mr. Hortrieip. We want to say we appreciate the cooperation which 
your organization has given the subcommittee i in the past in furnishing 
us different letters in response to our inquiries. 

Mr. Haves. Thank you, sir. 

To give it some chronological detail, I would like to explain that the 
original loan application was received from Polan and we were con- 
templating the question of granting the loan when the question of 
how much subcontracting Polan would do first appeared in the case. 
Meantime, we had made a set-aside on this particular procurement. 
Under our set-aside procedure that is as far as the Small Business 
Administration has authority to go. We have no control over the con- 
tract and exercise no surveillance over its operation, no matter what 








338 AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 


small company may get a set-aside portion. It developed in this case 
that Weatherhead got the unreserved portion and Polan received the 
reserved or set-aside portion. It later developed and was the occa- 
sion for Mr. Owens’ writing the letter that Polan wanted to subcon- 
tract back to Weatherhead more than they had originally contem- 
plated, as we understood it. When we got that information, Mr. 
Barnes was concerned and did cease disbursements under the loan 
which had been granted in the meantime. 

However, we immediately made a field investigation and found that 
our information was slightly erroneous, that what had ha pened was 
that Polan did subcontract to Weatherhead a certain portion of their 
contract, but Weatherhead in turn subcontracted to Polan, so the net 
result was that Polan wound up with more of the contract than they 
would have gotten in the first place, or approximately $2 million of the 
$3 million contract. 

On that basis, the disbursements were again started on the loan and 
continued until production difficulties caused termination of the con- 
tract, as I understand it. 

Mr. Houirretp. How much did you disburse to them; do you know ? 

Mr. Haven. No; I do not. 

Mr. Houirrecp. Will you furnish that to the committe? 

Mr. Haveu. Yes, sir. 

Mr. Howirrecp. And what the disposition of that loan has been. 
Have they paid it back? 

Mr, Haven. Yes, sir. 

(The following letter subsequently was received :) 


SMALL BUSINESS ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 


Washington, D. C., May 17, 1957. 
Hon. CHet HOvIiFIeELp, 


Chairman, Subcommittee on Military Operations, 
Committee on Government Operations, 
House of Representatives, Washington, D. C. 

DEAR CONGRESSMAN HOLIFIELD: At the request of the staff of the Subcom- 
mittee on Military Operations of the Committee on Government Operations, we 
are pleased to advise that on the Polan Industries loan of $250,000, there had been 
disbursed $28,266.62. This indebtedness has been merged into a subsequent 
loan, which is in a current status. 

Sincerely yours, 
WENDELL B. BarNEs, Administrator. 

Mr. Ho.irtetp. They have paid it back? 

Mr. Haven. Yes. During this time when the colonel raised the 
question with AMC as to whether or not Polan should be allowed to 
subcontract further, Mr. Owens contacted our Washington office and 
was advised that we had no control over the contract, that SBA has no 
method of telling a subcontractor or a firm which has received a set- 
aside how much subcontracting they may do. That interpretation 
is based upon Comptroller General’s decision B-123338 of May 12 
1955 (34 Comp. Gen. 595). It is a short paragraph. If I may 
I will read it into the record. 

Mr. Houirrevp. Read it. 

Mr. Havueu (reading) : 

There is nothing in the Walsh-Healey Act or the Armed Services Procurement 
Act which prohibits awarding a contract to a company which contemplates sub- 
contracting, and therefore an otherwise qualified bidder found to have the nec- 
essary experience, organization, and technical qualifications or who has or who 
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can acquire the necessary facilities for performance may be awarded a con- 
tract notwithstanding the intent to subcontract the work. 

At the same time that was the law, Mr. Barnes recognized that 
where we have a situation that a small firm gets.a set-aside and then 
promptly subcontracts a major portion of it to another firm or a big 
firm, we in effect have repealed the set-aside features of the Small 
Business Act. That was the reason for his writing the letter and ex- 
pressing his concern to the Air Force in this particular case. 

Mr. Weddell mentioned that to me. We discussed it on a number 
of occasions. I have also discussed it with Mr. Keller, who is the 
Director for Small Business of the Department of Defense, and 
other persons, and within our own organization with Mr. Waale and 
Mr. Hipkins, attempting to arrive at what could be a solution of this 
situation, recognizing that military contracts frequently are amended 
and are changed and that when a firm bids it does not always know 
what it is going to have ultimately to produce and that there could be 
legitimate occasions when a small firm would find it necessary to sub- 
contract more than contemplated originally i in order to complete the 
contract or in lieu of suffering default. So it is a real problem. My 
only difference from the testimony which you have outlined here in 
your statement is that if Mr. Weddell indicated he was not able to 
contact SBA, he did talk to me on a number of occasions about it. 
As a matter of fact, we work rather closely together over there in the 
Pentagon. 

Mr. Ropack. Are you contradicting Mr. Wesselink’s testimony ? 

Mr. Haven. To that extent; yes, sir. 

Mr. Hottrrevp. Let us be sure we understand it. I read as follows: 

An Air Force witness, Gerritt Wesselink, testified that he and Mr. Weddell, 


as the Air Force representative designated to discuss this matter with the 
Small Business Administrator— 


Mr. Haven. Might I stop you right there? The letter we received 
from the Air Force designated Mr. Weddell. Mr. Wesselink was 
not mentioned. 

Mr. Rosackx. But Mr. Wesselink testified that Mr. Weddell was the 
man who tried to contact SBA, that he, Wesselink, called Weddell 
at least six times because he had a mission to perform, both of them, 
and Weddell reported that he could not get hold of anybody in SBA. 
That was the substance of his testimony. If you want to contradict 
it, we want to know it for the record. 

Mr. Haveu. All right, that portion. He did talk to me on at 
least four occasions. 

Mr. Rosackx. Mr. Wesselink apparently was not informed of that. 

Mr. Haven. I assume what Mr. Wesselink was referring to was the 
fact that Mr. Weddell had not contacted Mr. Hipkins, Mr. Hipkins 
having been designated as being the one to arrange a meeting with 
Weddell. 

Mr. Houtrrecp. Could we go back for just a minute to the fact that 
you found out, after inv estigation, that your or iginal information was 
in error. As we understood it, the majority of the production con- 
tract awarded to Polan under the Small Business Administration was 
contracted with Weatherhead, but that Weatherhead subsequently 
contracted with Polan to do a certain amount of packaging of the 
product. Is that according to your information ? 
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Mr. Haven. No, sir. It extends beyond that. Polan wound up 
with $1,975,000 of the $3 million according to our field report. 

Mr. Rosackx. Mr. Haugh, your investigation, you say, found that 
they wound up with more of the work than they originally contem- 
plated, but that was not a subcontract at that time, was it? You 
might say there was a mutual subcontracting or exchange, so in fact 
it became a joint venture, did it not? 

Mr. Haven. What it amounted to was this: When Polan and 
Weatherhead got together on the contract they found that they would 
both meet certain items and what Weatherhead did was subcontract 
to Polan the same thing that Polan was already building or getting 
ready to build on its own portion of the contract. 

Mr. Ropsck. Was it not in facta joint venture? 

Mr. Hateu. I do not know how you would characterize it, but 
I understood it was by subcontract. I am not familiar with the con- 
tractual relations between Polan and Weatherhead. 

Mr. Rosack. You made a field investigation. Let me eall your 
attention to 34 Comp. Gen. 595 which I believe you cited. “You said 
there is nothing in the Walsh-Healey Act or the Armed Services Pro- 
curement Act which prohibits sube ontracting. 

Mr. Haven. That is nght. 

Mr. Ropack. But the decision in that case was dependent on the 
fact that the man who received the contract and made the subcontract 
could himself produce the item, was it not 4 

Mr. Haven. I am not that familiar with it. 

Mr. Rosack. If you are not familiar with it I suggest that you re- 
examine the decision, and if this was not a subcontract in the same 
sense, see whether you still consider that that decision is applicable, 
because there are Comptroller General decisions that. where a sub- 
contract arrangement or some other arrangement becomes a joint 
venture, that is something different from what the original contract 
with the Government was. So without my trying to say what the 
Comptroller General would decide, at least there is an issue in it in 
the case. 

Mr. Haven. The field report we have indicated that it was a 
subcontract. 

Mr. Rosack. On what basis? 

Mr. Haven. I do not know. 

Mr. Ropack. Do you not know now and in fact that the way this 
arrangement finally wound up, one company was to do some things, 
either in its own plant or in the other, and the other company was 
to some things, either in its own plant or in other plants. Is that 
a subcontract ¢ 

Mr. Haven. It is my understanding that it was a subcontract. I 
have not gone into the contractual relations. I might add that Mr. 
Polan is here and probably can clarify that for you. 

Mr. Rowack. As far as you are concerned, you are basing your 
decision on 34 Comp. Gen. 595 which relates to subcontracting. So 
if the situation is not subcontracting, that decision would not neces- 
sarily apply. 

Mr. Haven. We think it would. The situation would be the same 
insofar as the authority the Small Business Administration has under 
the set-aside program. We have no control over the contracting that 
subsequently results from a set-aside. 


AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 34] 


Mr. Houtrrmeip. Have there been any recommendations on the part 
of your Small Business Administration to set up some kind of eri- 
teria by which small business will in effect be small business and not 
be a broker for large business / 

Mr. Haven. Yes, sir. I did not get to that yet. I was interrupted 
before I completed my outline here. 

As a result of these discussions which we have had concerning this 
general problem, it developed, of course, that the same problem exists 
with the Navy, with the Army, and with other Government agencies. 
Whatever solution is arrived at would afiect all Government procure- 
ment. As a result of that, this entire question has been referred to 
the task force which has been set up in the General Services Admin- 
istration to review procurement te eo and practices. They have it 
under consideration. When they come up with a recommendation, 
it will apply governmentwide. It will not apply only to Air Force 
or military. For that reason we have not done anything further 
with it. 

I might say from my own experience, which is some 20 years, in 
Government procurement this is a very, very knotty problem and will 
be difficult of solution. 

Mr. Houirre.p. I agree with you. 

Mr. Havex. Until someone is given control over subcontracting. 
It is questionable in my mind whether or not that should be granted 
to anyone. We do have a subcontracting program in the Defense 
Department, but it is on a voluntary basis. It seems to be working 
Suthid well. Whether or not it should be the authority of the procur- 
ing agency or a Government agency to dictate subcontracting to the 
extent necessary to control a situation of this’ kind is -questionable. 
I might add that there is not a half dozen cases in the last 3 years 
to my kowledge where something like this question has arisen. 
Ordinarily the small-business man does it all himself, all he can, 
that is. 

Mr. Houtrte.p. I think that was the intent of Congress. 

Mr. Haveu. There is no question about it. 

Mr. Horirrevp. The small-business man should be a producer and 
not a broker. 

Mr. Haven. That is right. I might say that in order to carry out 
that further in the new definitions the Small Business Administration 
has made effective as of January 1, we have put in what we call the 
dealer clause which requires that when a dealer bids in his own name 
on a set-aside he must furnish the product of the small manufacturer 
in order to carry this idea on further. 

Mr. Houirrerp. I think that is an improvement, and T think it is 
in line with congressional intent. 

Mr. Haven. We think so. 

Mr. Rosack. Is it your testimony now that you have no further 
obligation to pursue this matter with the Air Force until the GSA 
task force policy committee comes in with a finding? 

Mr. Haven. Yes, sir; that is our present situation. We have not 
explored it further with Air Force or Army or Navy, and it is before 
the GSA subcommittee which is working on it. It is hoped that they 


will come out with a regulation or recommendation which will be 
the solution. 
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Mr. Houirrecp. We will excuse you now, Mr. Haugh. Thank you 
for your testimony. 

Mr. Haven. Thank you, Mr. Chairman. If we can be of any fur- 
ther service in this or any other matter we are more than glad to 
appear 

Mr. Houirretp. Thank you very much. You have been very co- 
operative. 

( Discussion off the record.) 

Mr. Houtrrevp. Mr. Morgan. 

Mr. E. Morgan. Mr. C hairman, I have some questions of Colonel 
Wilson. 

Colonel Wilson, can you tell the committee whether or not any 
specifications were waived on the Century Industries contract of 
October 19542 Were any testing specifications or any other specifica- 
tions waived ¢ 

Colonel Witson. I think there were. I would have to refer to the 
buyer, if I may, on that, to be more specific. I believe there were some 
specifications waived. 

Mr. Powerex. I would have to check the file, if I may. 

Colonel Witson. It seems to me some things were waived. What 
they were specifically I cannot state. 

Mr. E. Morean. Was the preproduction testing waived? 

Colonel Wiison. No, that was not waived. 

Mr. E. Morean. Were the results of the preproduction tests known 
prior to release of production ? 

Colonel Wixson. Yes, definitely, with one exception. I believe that 
you will find that the contract spells out that Century Industries will 
be permitted to build 5,000 of the MA-3 launchers prior to the pre- 
production tests. This was in order to accommodate Mr. Babbitt, and 
if there were anything wrong with the items they would have to be 
corrected before they could be shipped after the preproduction testing 
was accomplished. 

Mr. E. Morean. Was anything found wrong that had to be cor- 
rected ? 

Colonel Witson. I believe there were some minor deficiencies in 
terms of pull tests, some wires that came loose, but I believe these were 
all very minor in nature. 

Mr. E. Moraan. Were these corrected at contractor expense or 
Government expense ? 

Colonel Wixson. At contractor expense. 

Mr. E. Morean. Then to your knowledge there were no waivers of 
the test requirements on this contract ? 

Colonel Wizson. That I am not sure about, whether there was a 
waiving of any thing or not. 

Mr. Powetn. The only thing that I can remember off-hand with- 
out looking at the file is that regarding an environmental test, I be- 
lieve it was humidity. I think the ten units were to be permitted i in 
something like 16 days humidity tests, all of them. And either the 
Armament Laboratory or the Century Industries engineering depart- 
ment suggested that we divide these 10 launchers into 5 groups of 
twos, and then in the event of any failure during the humidity test 
they could tell at-what point. -I ‘think we issued a contract change 
notification to do this. However, in the first article test report which 
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I remember receiving it stated that all units passed satisfactory re- 
gardless of the length ¢ of the environment test. 

Mr. Rozacx. Can we in this context have from Mr. Pollock a state- 
mént of what was referred to this morning with regard to the opera- 
tional suitability test? Can you fit that in context with the contract 
requirements on the MA-: . 

Mr. Potiock. Did you os for Mr. Pollock; did you say 

Mr. Rozack. Were you not the one who gave an opinion on opera- 
tional suitability testing? 

Mr. Potiock. No, sir. This is my first time here. 

Mr. Rosack. I do not mean to say that you testified before, but in 
the references this morning were you not the person who was giving 
an opinion on operational suitability tests? 

Mr. Potxock. To the best of my knowledge the only time my name 
came into it was when Mr. Powell said he came to visit our office after 
visiting the Navy. 

Mr. E. Morean. Here is a document dated September 14, 1954, on 
the subject of launcher, rocket, airborne type, MA-3, to Director of 
Procurement and Production Engineering, Headquarters, USAF, 
Washington 25, D. C.; Attention AFMPE-MA-2, Mr. Pollock. 

Mr. Rosack. And further on the 26th of November trip report, Mr. 
Powell, this paragraph is to be found: 

Mr. Pollock gave an informed opinion that Headquarters, United States Air 


Force, will prohibit further procurement of type MA-38 launchers prior to com- 
pletion of Eglin operational suitability tests. This opinion will be obtained in 


writing by supply— 
and then there is a code symbol following. Place that opinion in the 
context of the contract requirements which have just been discussed. 

Mr. Potiock. The procurement, as Mr. Powell brought out this 
morning, was on a tentative standard classification of this item, and 
we were procuring only a portion, roughly 25 percent, of our overall 
requirements. In our standard regulation, which is 80-6, it states that 
on a tentative classification only a portion of them can be procured. 
You must have full stand: uridineniott bales going into unlimited quan- 
tity production. Iam leading up to this point : : The people who make 
the statement on full standardization do so as a result of the operation 
suitability test. 

Mr. Rosack. Those tests were conducted on what? Were they con- 
ducted on production-run launchers, preproduction samples; or what ? 

Colonel Wirson. I have information on that, Mr. Roback. Proving 
Ground Command ordered and received 200 from Century production, 
and Air Proving Ground Command signed off on the operational suit- 
ability tests, 

Mr. E. Morcan. What do you mean by signing off, Colonel? Did 
they approve the tests ? 

Colonel Witson. That they had conducted the tests and approved 
the item. 

Mr. Rosack. These tests ran to the question of standardization, not 
to the question of contract performance? 

Colonel Witson. That is true, as to whether it should be changed 
from tentative standard to full standard. 

Mr. E. Morcan. Was there any specification in the Century Indus- 
tries Corp. contract as to performance of the launcher in the area of 
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withstanding speeds of, say, Mach 1, or certain speeds, or would you 
read that part of the specification which is applicable into the record, 
Colonel Wilson ¢ 

Colonel Witson. Yes. The original specification of Century In- 
dustries which Century Industries built against is the one you are 
referring to. 

Mr. E. Morean. Right. 

Colonel Witson. Under specification exhibit No. WCL-755, dated 
June 21, 1954, in paragraph 5.3.4, under dimensions, I shall take up 
the second sentence: 

The configuration, especially prior to rocket firing, shall be of an aerodynamic 
shape which imposes minimum drag under flight conditions of Mach 5 to Mach 
1.0 at altitude from sea level to 50,000 feet. 

Mr. E. Morean. Is it your interpretation of this specification that 
this launcher in its final form suspended under the aircraft must with- 
stand speeds up to Mach 14 

Colonel Wixson. That is my understanding of it. 

Mr. E. Morean. At the time of receipt of the production item did 
the Air Force have an aircraft capable of testing this launcher at 
speeds of Mach 1 or was it so desired that it be used on an aircraft in 
that speed range / 

Colonel Witson. Timewise I am not sure of my facts, Mr. Morgan. 
In terms of whether the F-100 was available at the initial outset it 
was not anticipated that this would be used on the F-100. It was to 
be intended for use on the F—84, the F-86, and the B-57. 

Mr. E. Morgan. These are subsonic aircraft ? 

Colonel Wiutson. The B-57 is not necessarily so, but the two, F-84 
and F-86 are definitely in the subsonic class. 

Mr. Ropack. Was that a waiver of specifications, that the launcher 
did not perform to Mach 1? 

Colonel Witson. No. Now I am talking from pure hearsay. The 
tests, as 1 understand it, were conducted on either the 84 or the 86 
but it could not get to Mach 1, but it withstood any tests that were 
then given on those two aircraft. When later it was put on to an F-100 
it faiied at Mach 1. 

Mr. E. Morean. Was this after production had been completed on 
the Air Force contract ¢ 

Colonel Wixson. | do not believe so. I am not certain of the tim- 
ing on this. Do you know, Bill, on this one? 

Mr. Potxiock. { think the Century original contract was com- 
pleted. 

Colonel Wixson. I would judge this to be the case, but I would 
have to check that out. 

Mr. Rozwackx. Any question that arose on the part of the Air Force 
with regard to failure to perform up to speeds of Mach 1 had to do 
with what your desires were in the future and not as to whether the 
contract was satisfactorily performed ¢ 

Colonel Witson. That is basically correct. 

Mr. Rosack. Is there anything with regard to your present inven- 
tory of rocket launchers that indicates any inadequacies of technique 
or any failure to perform / | 

Colonel Witson. On the part of the rocket launchers that we have 
from Century Industries ? | 

Mr. Ropack. Right. 
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Colonel Wixtson. To my knowledge, no, other than what I have 
pointed out, that fairings have crushed on the F-100 aircraft. 

Mr. Rosack. Colonel Wilson, on this 19-rounder, do I understand 
that you are buying this through the Air Force procurement organi- 
zation but according to Navy specifications? 

Colonel Wiison. Navy drawings. The specification is Air Force. 

Mr. E. Morean. But the drawings are the drawings that contain 
the reference to Cleveland Container tube? 

Colonel Witson. Which is modified by an additional notation as 
I pointed out. 

Mr. E. Morean. You have already read that into the record. 

Colonel Witson. I believe I did read it in its full context. I am 
not too sure. Do you have that? I do not have the drawing here. 
I would like to see it, if I may. 

It completely eliminates that “or equal” or, for that matter, refer- 
ence to any contractor’s name by the use of this clause. 

Mr. E. Morgan. Would you read that clause again? 

Colonel Witson (reading) : 


Any and all reference to commercial types, styles, trade names, and catalogs 
are intended to be descriptive and not restrictive, and only to indicate the 
characteristic of articles which will be satisfactory. 

Mr. E. Morcan. What is the purpose of even mentioning a specific 
tube supplier, then, in the drawings? 

Colonel Witson. I cannot answer that. 

Mr. Ropack. Is that a guide to a prospective bidder? 

Colonel Wixson. It would give him an indication as to who might 
be a supplier for it, yes; I would say so. 

Mr. Rosack. Carrying the implication, of course, that that com- 
pany is making it to that specification ? 

Colonel Wirson. But I believe that this paragraph or note carries 
on further that it is not to be tied down to this. 

Mr. Rosack. Do the specifications on the Air Force 19-rounder 
differ from the Navy’s with reference to suspension ? 

Colonel Wirson. That would have to be examined, Mr. Roback. 

Captain THurman. Mr. Roback, perhaps here I will have to speak 
in generalities, but because of the ‘peculiarities of the F-100 it is my 
understanding that they have made minor changes in the saddle gear 
which would strengthen it or prevent swing of this nature. This 
is a peculiarity of this particular aircraft. Other than that, I think 
the lugs as set, the spacing and what-have-you are relativ ely stand- 
ard. There has been, I am sure, a correction in this area but, as I 
understand, it is not a major correction or a major design change. 

Mr. Morgan. Colonel Wilson or Captain Thurman, are you aware 
of any change made in the Air Force specification in the area of 
firing mee hanisms to ine orporate an intervalometer, or is it still to 
be a continuous ripple firing in one shot, or will it be changed to 
meet Air Force requirements? 

Captain THurman. Mr. Morgan, the new 19-tube launcher utilizes 
an intervalometer which would give you a positive ripple firing com- 

pared to the MA-3 which did not have an intervalometer. Of course 
tae are two completely different rocket launchers. 

Mr. Morean. Does the Air Force desire a launcher which can be 
fired in increments rather than in ripple fashion of all 194 

Colonel Witson. Bill, can you answer that ? 
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Mr. Potitock. There has been some discussion on that particular 
point. To the best of my knowledge it has not been finalized. It is 
a point that we may want to fire half of them and then, say, fly down 
the road a little farther and fire the remaining half. They were in- 
vestigating the desirability of that particular feature. 

Mr. Ropack. But you have the option on this one? 

Colonel Witson. The whole specification would have to be examined 
in order to answer that. Do you have the new one there? 

Mr. Pottock. I do not think it is in the specification. 

Mr. Rosack. Colonel Wilson, do you understand that in this case 
the firing would have to go all at once? 

Colonel Witson. All or none? Is that what you mean ? 

Mr. Ropack. Yes. 

Colonel Wirtson. I would have to examine the specifications as to 
the requirements on how it should be fired. 

It states: 


An intervalometer shall be provided with a launcher to control the firing 
such that the rocket shall be ripple fired two at a time with the exception of the 
last rocket. One firing pulse shall fire all the rockets. The firing rate shall 
be approximately 10 milliseconds between pairs of rockets. 

Mr. Morean. Does that meet this ultimate requirement stated in the 
TWX of January 4, 1957, supplied by General Thurman at our last 
meeting ? 

In order to asSure that procurement of an interim version of the Aero 7—D 
launcher will provide launchers which may utlimately be, adapted or modified, 
completely satisfactory launchers, request answers to the following: Will the 
ultimate design modifications of nonfrangible metal nose fairings and half and 
full firing intervalometers be capable of being procured as a separate adaption 
kit and be installed by tactical organization personnel prior to the rocket mis- 


sion? 

I interpret this as meaning that it is ultimately required that the 
launcher be capable of half and full firing. 

Colonel Witson. I believe Mr. Pollock made the point that this 
is still under study and this, of course, is information that possibly is 
interim. 

Mr. Hoxtrtetp. May I ask, if I understand the responses, they are 
to be fired two at a time with millisecond intervals between the pairs ? 

Colonel Witson. Yes, sir. 

Mr. Hottrrevp. That is in essence a consecutive firing of the com- 
plete 19 rockets. We were under the impression from previous testi- 
mony that there was an increment firing goal where you could, say, 
fire, 6, 7, and 6 at a time. There was some testimony, I believe, or 
information furnished to us that in order to do that, the firing for 
the whole 19 had to be blown off at once. 

Colonel Witson. I would say it would have to come off at the first 
round to be fired, sir, definitely. 

Mr. Houtrrevp. What effect would that have upon the aerodynamics 
of a fast plane if you blew off all the streamlined fairings and the 
plane was presented at fast speed with a blunt face on your launch- 
ers? Would that not be an objectionable feature ? 

Colonel Witson. Sir, I would not be capable of answering this and 
there is nobody here to my knowledge who is technically qualified to 
answer it. 
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Mr. Morcan. Is there anyone here who can tell us whether or not 
it is the intention of the Air Force to adapt this current production 
launcher, which the Air Force is buying, in the field or in a tactical 
organization to allow for this half and full firing intervalometer ? 

Colonel Witson. I am not able to answer that. 

Mr. Ho.irtetp. Was it not General Mechling who was here and 
testified that one of the strategic reasons for making this change from 
a 7-rounder to a 19-rounder was because new tactical requirements 
required as much as 19 rockets in a salvo in place of 7 ¢ 

Colonel Wiison. This of course is true. I believe that statement 
was made, I believe this specification bears this out. 

Mr. Hottrretp. The increment firing, then, would not bear it out? 

Colonel Wiison. I am not sure that is the case, sir. It could, but 
I am not technically qualified to answer. 

Mr. Houtrrecp. You had a question ¢ 

Mr. Morean. Colonel Wilson, would you supply us with a proper 
response to this question by someone who does have the authority or is 
familiar with that area and can give us an answer? 

Colonel Witson. All right, sir. (See p. 390.) 

I believe that I have answered the two previous questions, have I 
not, Mr. Roback, with regard to the operational suitability tests and 
the specifications to find out if Cleveland Container or Clevelite are 
mentioned. 

Mr. Rosack. I would like to ask you a question on the specifications. 
Has it ever been represented to you or to anyone concerned with the 
procurement of the launcher that Century specifications as submitted 
were other than they should have been ? 

Colonel Witson. That Century specifications? You mean draw- 
ings of Century Industries ? 

Mr. Rosack. The drawings. 

Colonel Wirson. No. I believe the point that you are referring to 
is as to whether the process of dipping had been given to the Air 
F orce. 

Mr. Ropack. Has it ever been represented to you by the successful 
bidders on the MA-3 advertised contract. that there were deficiencies 
in the drawings and other documents related to the Century product 
which you transferred to them ¢ 

Colonel Wirson. I have not talked in that sense to the contractors 
with regard to it. May I refer to either Mr. Gibbs or Mr. Gabel ? 

Mr. Rosack. Mr. Gabel, has it ever been represented to you by the 
contractors for the MA-3 advertised contract that there was some- 
thing lacking in the drawings as submitted by Century? 

Mr. Gasew. The many people I talked with or the contractors to 
whom I talked would elaborate and ask many questions regarding 
the drawings, but the specification itself, I felt adequate. On the 
drawings themselves I do not know of anyone specifically saying to 
me that the drawings were not what they should be. 

Mr. Rornack. Colonel Wilson, are you satisfied and anyone con- 
cerned with procurement can be included in this question—are you 
satisfied that the specifications and the drawings submitted by Century 
were adequate to produce this rocket ? 

Colonel Wiison. In that sense I have never examined the drawings, 
so I cannot answer. 











348 AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 


Mr. Morean. Has it been represented to you or to any of your 
subordinates that these drawings or specifications were not adequate 
to reproduce a launcher that would meet the specifications required 
by the Air Force? 

Colonel Witson. I think that Mr. Gabel has already answered this. 

Mr. Rozack. General Thurman testified that in the consideration of 
the contract termination there was some question of deficiency with 
regard to specifications. Does that imply that the Air Force may 
have been at fault in putting these out because they were inadequate ? 

Colonel Wixson. I do not believe so, sir. 

Mr. Gaset. The laboratory itself had indicated that the specifica- 
tions were adequate. 

Colonel Winson. Yes. 

Mr. Gaset. And they are the technical advisers. 

Mr. Rozack. Has the Air Force made any study or is it acquainted 
with any study which would demonstrate that these specifications 
were not adequate for the production ? 

Colonel Witson. With one exception, Mr. Roback. There may 
be others, but one definite exception is that the process of coating, 
dipping, was not disclosed. 

Mr. Rosack. Is that a matter of contention ? 

Colonel Wirson. I believe it is a matter of contention. 

Mr. Ropsack. Did the Air Force ever contend that it should have 
been disclosed ? 

Colonel Witson. We asked for it. On the other hand, this was a 
process and as such not patentable and we therefore felt and the Air 
Force therefore felt that we could not claim rights to it because it 
was a method, a process. 

Mr. Ropack. Have you or anyone else to your knowledge in the 
Air Force been presented with a study which would show that these 
specifications were deficient to produce this item ? 

Colonel Wirson. No study has ever been conducted along this line. 
Did the Industrial Resources ever make a study of those ? 

Mr. Grees. Not to my knowledge. 

Mr. Rosack. Has any outside study ever been made to your 
knowledge? 

Colonel Witson. That I am sure I can answer. Not at the request 
of the Air Force certainly. 

Mr. Morean. Was any ever brought to the attention of the Air 
Force ? 

Colonel Witson. I can only answer for myself and say “Not to 
me.” 

Mr. Morean. To either of the buyers here who have been familiar 
with this program, Mr. Gabel or Mr. Powell. Has any outside report 
ever been brought to your attention ? 

Mr. GaBeEt. a not recall any. 

Mr. Powe. Not on technical. 

Mr. Morcan. Were samples of the MA-3 produced by Century 
made available to the Weatherhead Co. or Polan Industries? 

Colonel Wiison. They were not. 

Mr. Morcan. Was a request received from them ? 

Colonel Wiison. A request was received from Weatherhead Co. 

Mr. Morean. Was this a reasonable request ? 
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Colonel Wirson. It was not specified in the IFB that samples 
would be furnished, and on that basis it was decided by the Air Force 
to withhold samples because this might then have given an indication 
not necessarily of favoritism but certainly a leaning toward getting 
it produced more quickly, more rapidly, by using the same processes. 

Mr. Morcan. When they had trouble passing their testing on the 
preproduction sample, did the Air Force feel that these samples 
would be of some assistance to them? Did you then make them avail- 
able to them ? 


Colonel Witson. No; they have never been made available to them 
to my knowledge. 

Mr. Morean. Are you aware of the qualifications of the fairings 
on the MA-3 which you currently have in inventory? Were they 
submitted to the humidity testing and do they meet the humidity 
specifications ? 

Colonel Wirson. The fairings? 

Mr. Morean. Fairings. 

Colonel Wirson. I cannnot answer that. 

Mr. Grers. I do not think so. Not to my knowledge at any rate. 

Colonel Witson. I would prefer to check on that, Mr. Morgan. If 
you desire an answer I will get it. 

Mr. Morcan. We would like to know if the fairings subbmitted by 
Century Industries met the humidity and the environmental speci- 
fications. 

Colonel Wiison. This, to the best of my knowledge, was accom- 
plished as a complete unit. 

Mr. Morean. Are you satisfied or is the Air Force satisfied that 
their current inventory of rocket launchers, MA-3, meets the speci- 
fications and are acceptable for use by the Air Force? 

Colonel Wirson. With limitations in terms of the Mach 1 re- 
quirement. 

Mr. Morcan. Were the launchers made using the same drawings 
and specifications that were submitted to Weatherhead and Polan 
for their contract? Were there changes made in the drawings and 
specifications subsequent to the production contract of Century In- 
dustries? 

_ Colonel Wirson. I believe that they were exactly the same draw- 
ings. 

Mr. Morean. Mr. Gabel, do you concur in that ? 

Mr. Gaset. I do. 

Mr. Rorack. There were no changes in specifications? 

Mr. Gaset. None that I know of. | 

Mr. Hottrretp. Colonel Wilson, has the Air Force now terminated 
the Weatherhead-Polan contract completely ? 

Colonel Wirson. Yes, sir. 

Mr. Rorpack. May I ask Colonel Wilson on that point, Mr. Chair- 
man? Did you ask Weatherhead to terminate or did Weatherhead 
ask you to terminate ? 

Colonel Wiison. We asked Weatherhead. 

Mr. Ropack. Weatherhead never came to you and suggested that 
“T have had it”? 

Colonel Wirson. No, sir. 
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Mr. Hortrrevp. In terminating those contracts you did so at the 
convenience of the Government, I believe ? 

Colonel Wiison. That is correct, sir. 

Mr. Hotiriecp. How much did the Air Force spend in research and 
development to help Weatherhead and/or Weatherhead and Polan 
perform their contract ? 

Colonel Wutson. Was this information furnished ? 

Mr. Grees. That was furnished, sir. 

Colonel Wirson. That was furnished to the committee, sir. This 
information was furnished to the committee. 

Mr. Ropack. You are getting an up-to-date statement, I believe. 
I do not believe we have it yet. 

Mr. Morean. That is information that is being compiled right 
now ¢ 

Colonel Witson. Yes. Colonel Medberry, I believe, is to get that 
into the hands of the committee. (See p. 394.) 

Mr. Hotirrerp. Assuming that the Air Force spent an unknown 
amount at this time in research and development with Weatherhead 
and Polan, does the Air Force intend to write that off or do they intend 
to charge that up to Weatherhead and Polan / 

Colonel Witson. There is no intention, sir, to get reimbursement 
from any contractor. 

Mr. Rogpack. I would like to ask whether the Air Force believed that 
the expenditure of these funds in behalf of a producer on an adver- 
tised bid contract is authorized by law / 

Colonel Witson. The funding of this is in all operational require- 
ments of the proving ground or the armament center at Eglin Field, 
and this is done in this way : 

Contractors come in with items to be tested which at the moment 
there is no requirement for, but by reason of the fact that the con- 
tractor has seen fit to develop these things on his own hook he then 
asks the Air Force whether this item is satisfactory or not, and con- 
duction of testing of all kinds certainly is an element of the Air 
Force’s business there at the armament center. 

Mr. Ropack. Were you testing preproduction samples under the 
contract ¢ 

Colonel Witson. Yes, sir; the same way as they had been tested on 
previous contracts. 

Mr. Rosacx. You are justifying the expenditure of the funds to 
help Weatherhead on the basis of the fact that what those funds were 
spent for were preproduction samples under the contract 4 

Colonel Wixson. In order to prove out whether the item was sat- 
isfactory for Air Force use and then to go into production. 

Mr. Rosacx. If those were not preproduction samples, the fund 
would not have been authorized. Isthat the case? 

Colonel Witson. I am not saying that is the case at all. I made 
reference to the fact that a contractor could come in with an item 
in which there was no contract but which he had developed completely 
on his own and believed that the Air Force might have a use for it, 
and the Armament Center, in order to tell him whether the item was 
qualified or would be considered by the Air Force, they would have 
to test it. 

Mr. Rosack. Mr. Chairman, this is a matter which goes not only 
to the authority to expend funds for testing but it goes to the question 
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of the latitude to help advertised bidders. I suggest we consult the 
General Accounting Office. 

Mr. HortrreLp. We will direct a proper inquiry on this case. 

Mr. Morean. Mr. Pollock, Mr. Powell, in his trip to Washington in 


November of 1954, came to your office ‘after his visit with BuAer. 
Is that correct ? 


Mr. Potiock. That is correct. 

Mr. Morean. Will you tell us to the best of your recollection what 
he stated to you? 

Mr. Potiock. Basically as he indicated in his testimony. I knew 
he had been working on this particular contract. He stated he wanted 
to discuss some various problems with the Navy. In other words, 
I knew he was coming into town. 

In this discussion with us, and I think Major McWhirter came down 
at that time and another boy in Washington who was going to the west 
coast and touring various facilities, and we planned to visit Century, 
he indicated that he had talked with the Nav y and they had had some 
problems involving testing. He wanted to give us a thumbnail sketch 
basically of what he had picked up from the Navy. 

Mr. Morean. Did he mention to you, Mr. Powell, that any BuAer 
individual mentioned disintegration of rocket launchers supplied by 
the other contractors ? 

Mr. Powett. I didn’t quite get the question, sir. 

Mr. Morean. Was it mentioned in your visit to BuAer whether or 
not any of the other contractors experienced any disintegration of 
launchers on test firings? 

Mr. Powetxi. No. It was my understanding that Century was the 
only one that had had it. 

Mr. Morcan. Mr. Powell, were there any other surveys made of 
Century Industries’ plant during the negotiation period from March 
1954 to October of 1954, the time the contract was awarded? We 
know of the one in June. 

Mr. Powe... I think our Los Angeles survey team returned there 
in about August, and after that visit they came through with an 
affirmative survey. 

Mr. Morcan. Did they mention to you, Mr. Powell, any large quan- 
tity of launchers then on the floor, or did they mention to you any- 
thing about the past performance of this contractor on a Navy con- 
tract ? 

Mr. Powetx. In August ? 

Mr. Morean. Whenever you say it was. I have a note that it was 
September. 

Mr. Poweut. As I recollect it, they did not. 

Mr. Morean. But if they had made a survey that same information 
would have been available to them that was available to you on 
November 1, if the launchers were there on the floor? 

Mr. Powe tw. If so I presume that would be so. 

Mr. Rorsack. There is no question in your mind that they were 
there, is there ? 

Mr. Powerex. That the launchers were there ? 

Mr. Ropack. Between July and the end of the year. 

Mr. Powett. Frankly I am in doubt as to how long those launchers 
had set there. I don’t know whether they were there in July or not. 
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Mr. Houirtretp. Mr. Powell, I would like to ask you one question 
on your confidential memorandum. Under the heading of subpara- 
graph 3 (c), the possibility of the Navy’s withdrawing its facilities 
from Century Industries upon completion of the BuAer contract. 

What was the source of your interest in that particular matter? 
Did you talk this matter over with Mr. Lee Morgan? 

Mr. Poweux. No. I believe I talked it over with some people in 
the BuAer—whatever it is compared to our industrial resources, per- 
haps called industrial planning. 

The reason was this: In my visit at Century Industries I believe 
Mr. Babbitt told me that the lease on the grounds and buildings 
originally had been from GSA and had been taken over by the Navy. 
He also had a fair amount of machine tools sitting around which 
bore Navy nameplates. 

Since he said this was the end of the Navy contract I just inquired 
of the Navy if they had any intention or desire of taking these facili- 
ties away from Century Industries, or even if they could. I didn’t 
know that. 

Mr. Ho.irtevp. This interest on your part was not brought about 
by any mention of the fact that the Navy was seeking to withdraw 
those facilities, or would seek to do that as soon as the contract was 
over ? 

Mr. Powetu. No. I just wanted to find out their intention. 

Mr. Morean. Mr. Pollock, what action, if any, did you take on 
receipt of this information from Mr. Powell ? 

Mr. Potiock. As he indicated, he knew that Colonel McWhirter 
and myself were going to the west coast, and he related this infor- 
mation to us, as we were going to stop at Century. 

When we did get there, which was the 4th of December, I believe, 
the launchers, the quantity which Mr. Babbitt indicated was 3,000, 
were sitting there on the floor and they indicated to us they were 
having shipping problems. 

I did not question him about what Mr. Powell said they were test- 
ing. I didn’t bring up that matter. 

Mr. Morgan. Is that the only action taken by you? 

Mr. Pottock. When we went to the west coast, in view of this 
particular information, we visited the Los Angeles procurement dis- 
trict office and discussed with Colonel McKnight and Mr. Von Lumen- 
schloss, one, our reason for visiting the west coast, which, inciden- 
tally, was not the only place we visited. We went to three other 
places. We told them we planned to visit the facility since there was 
a potential contract there. We always try to visit the contractor in 
that event. 

We told them we were in the Los Angeles district. We indicated 
the urgency of the requirement for these particular launchers. We 
were there about a half hour at the most. 

Mr. Morean. Are you familiar with the AMC experience list ? 

Colonel Wuson. Yes, sir. 

Mr. Morean. Has the firm of Century Industries at any time been 
placed on that list ? 

Colonel Wiison. Never. 

Mr. Morcan. Has any individual officer of the firm at any time 
been placed on that list ? 
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Colonel Witson. Not to my knowledge. I do not know the officers 
of the company. The only individual I know in Century Industries 
is Mr. Babbitt. 

Mr. Moraan. Can you give us a brief description of what this AMC 
experience list is and the significance of it? 

Colonel Wixson. It contains those contractors who, for various rea- 
sons, have been found to have some disagreement with the Air Force 
in terms of the things that they may have done, such as continuously 
giving gratuities, even though they have been warned, or attempting 
to give gratuities. It might be a failure to produce over a very sub- 
stantial period of time. If you want it to be more specific, we can 
supply that information for you specifically. 

Mr. Morean. All right. And if a firm is placed on this so-called 
experience list, does that restrict you from doing business with the 
firm for a period of time or as long as their name is on that list? 

Colonel Witson. We will get you that information. (See p. 390.) 

Mr. Roracx. Colonel Wilson, at one time Mr. Babbitt came to the 
Air Materiel Command and complained about some of his problems 
as to plant layoff and the fact that being in this exclusive produc- 
tion he wanted to find out what the situation was about future 
business. 

You made a notation to the effect that you did not think Century 
Industries should be kept alive on a subsidy basis, What did you 
mean by that? You mean you keep some people alive on a subsidy 
basis ? 

Colonel Witson. No, sir. 

Mr. Rosack. What would be a subsidy basis? You mean giving 
him a contract you didn’t need ? 

Colonel Wirson. I am sorry; I cannot recall the remark, If you 
have it there maybe I can tell you about it. 

Mr. Rosack. Will you read it into the record ? 

Colonel Wirson. I have got to deny this, sir. Itisnot mine. This 
is from General Mitchell. 

Mr. Rosack. That is not your handwriting but General Mitchell’s? 

Colonel Wiison. Yes, sir. 

I cannot see any reason or justification to keep Century Industries alive on a 
subsidy basis. A letter to Mr. Lewis should be referred to JAG for current 
review and possible need to prepare a reply. 

Mr. Ropack. Under what circumstances could the Air Force keep 
any company alive on a subsidy basis ? 

Colonel Witson. I know of none, sir. 

Mr. Ecknarr. Returning to the experience list for a moment, is 
there more than one type of list? 

Colonel Witson. To my knowledge; no. 

Mr. Ecxuart. Is the list broken down into degrees so that one con- 
tractor might be on one part of the list and another one on another 
portion of it? 

Colonel Wirson. I know of none. 

Mr. Houtrrevp. Off the record. 

( Discussion held off the record. ) 

Mr. Ropack. Representatives of Weatherhead, Polan, and Cleve- 
land Container have been present at this hearing, and Mr. Simms of 
Cleveland Container was here to testify. The Weatherhead repre- 
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sentative indicated he was not prepared to testify at this time but 
was simply an observer. 

Mr. Polan has indicated to me that he would be willing to present 
testimony which he thinks is pertinent to this hearing, and he asked 
for the privilege of making that appearance tomorrow morning with 
counsel and in the presence of Air Force witnesses. 

We have testimony by the Navy tomorrow, It is a matter for the 
committee to decide whether it would be opportune to have presenta- 
tions by Mr. Polan before the Navy testimony. 

In that case the question arises as to whether Colonel Wilson and 
Captain Thurman can conveniently be available. 

Mr. Houtrtetp. We will grant the request of Mr. Polan to make 
a statement in the morning. We will try to get through with this 
part of the testimony in an expeditious manner so we can go ahead 
with our Navy witnesses. 

We will resume at 10 o’clock tomorrow. 

(Subcommittee hearing adjourned at 3: 40 p. m.) 
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House or REPRESENTATIVES, 
SuBcoMMITTEE ON Minrrary OPERATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10 o’clock a. m. in room 
1501 New House Office Building, Hon. Chet Holifield presiding. 

Present: Representatives Holifield, Griffiths, Riehlman, Lipscomb, 
and Minshall. 

Also present: Herbert Roback, staff director; James F. Eckhart, 
counsel; Earl J. Morgan, investigator; Carey Brewer, senior defense 
specialist ; and Robert J. McElroy, investigator. 

Mr. Houirrevp. The subcommittee will be in order. 

Our first witness this morning is, by invitation, Mr. Polan, of the 
Polan Industries, Huntington, W. Va. In view of the fact that the 
Weatherhead Co. and the Polan Co, were mentioned in our previous 
testimony, we thought that it would be fair to give them an opportu- 
nity to make such statement as they might desire to clear the record. 
And so we issued an invitation—it was not a summons by any means, 
and not mandatory—but merely an invitation which would permit 
them to make such statement as they wished. 

Mr. Polan, we have taken previous testimony under oath in this mat- 
ter because of certain features involved, and at this time will you be 
sworn ¢ 

Do you swear that the information you are about to give to this com- 
mittee is the truth, the whole truth, and nothing but the truth, so help 
you God ¢ 

Mr. Poran. I do. 

Mr. Hortririp. Mr. Polan, you are free to make such statement as 
you would like to make. 


TESTIMONY OF E. G. POLAN, PRESIDENT, POLAN INDUSTRIES, 
HUNTINGTON, W. VA. 


Mr. Potan. My name is E, G. Polan, I am president of Polan In- 
dustries, Huntington, W. Va. 

As you know, my company contracted to produce for the Air Force 
150,000 MA-3 rocket launchers. 

I should like to briefly outline our experience with this contract. But 
before doing so, I want to express my gratitude to the members of the 
committee for giving me the opportunity to appear before it. 

When my company bid on the rocket-launcher contract it based its 
bid on the assumption that the specifications and drawings furnished 
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by the Government would, if followed, have resulted in the production 
of a launcher that meet the performance specifications contained in the 
contract. Obviously this is the only way in which responsible parties 
can enter into contracts. Unfortunately, however, it was not long 
after the contract had been entered into when it became clear that there 
was something seriously wrong with the drawings and specifications. 
Although, as this committee knows, my company subcontracted with 
the Weatherhead Co. for the latter to produce the major portion of the 
center section that would be required for the completion of our con- 
tract, we were still obligated to produce 5,000 complete MA-3 launch- 
ers in our Huntington plant, and therefore, contrary to what this com- 
mittee has been previously told, both Weatherhead and Polan made 
independent and joint efforts in connection with the production of the 
launchers. 

It is true that Weatherhead’s efforts were more comprehensive than 
ours, because from point of time they were obliged to produce the 
launchers before our delivery schedule was required. The major diffi- 
culty encountered by both Weatherhead and Polan in contract produc- 
tion was with respect to the tube. Although the drawings called for 
a coated paper tube, and the bid was necessarily made on that basis, 
in spite of all the efforts we made it wasn’t possible to produce a 
launcher with coated tubes that would pass the humidity tests required 
by the contract. Both Polan and Weatherhead made efforts to get 
sample launchers from the Air Force to see if we could find out what, 
if anything, was wrong with what we were doing. As you know, the 
Air Force refused to furnish a sample of the Century launcher. We 
also made efforts to get information from the Century Co. itself. 
These efforts were rebuffed and, in fact, Century threatened to sue us 
for making the launcher, which they claimed was a proprietary item. 

Finally Weatherhead engaged the Battelle Institute of Columbus, 
Ohio, an independent research organization, to study the paper tube 
question. Battelle reported that a coated paper tube would not be 
adequate to meet the humidity tests required by the contract. Testi- 
mony presented to this committee yesterday seems to confirm this re- 
port, because we learned for the first time that the Century launcher 
was not subjected to the same tests required under our contract. This 
means that even though Century may have used a coated tube, the 
changes and waivers of their test requirements placed an entirely dif- 
ferent obligation on Century than was later imposed on Weatherhead 
and Polan. 

Mr. Hotirretp. Mr. Polan, we had no such testimony yesterday. I 
think the chairman was here the whole time, and I recall no such 
testimony. 

Mr. Pouan. I definitely recall the testimony where it was stated that 
in the 10 reproduction samples submitted by Century, only 2 units 
went through partial humidity and environmental testing; another 2 
units went through other partial testing and other phases, and that no 
single unit went through every test required for complete qualification. 
I am sure that Mr. Morgan and Mr. Roback should remember that. 

Mr. Houirretp. We will have thetranscript here. It isa matter that 
we can check, sir. As to any testimony of that kind, I don’t remember 
it. I remember the testimony about 10 samples, but it seemed to me 
that those 10 samples were referring to your company. 
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Mr. Potan. They were not; they were referring to Century’s 
launchers—that is my impression—and perhaps this may refresh your 
memory. I thought Mr. Morgan asked Colonel Wilson if the Century 
launchers had met—if I am wrong, I wish you would correct me—did 
you not ask Colonel Wilson if the Century launchers were required to 
meet the same specifications that Weatherhead and ours were put to? 

Mr. Morean. I think I asked the question, Mr. Chairman. Eolonel 
Wilson is here, if he cares to comment on Mr. Polan’s interpretation 
of his answers, then the question should be directed to Colonel Wilson. 





TESTIMONY OF COL. E. H. WILSON, CHIEF, AERONAUTICAL EQUIP- 
MENT DIVISION, HEADQUARTERS, AIR MATERIEL COMMAND 


Colonel Witson. I believe my testimony was as to the effect as to 
whether Century Industries had the preproduction test waived. And 
my answer to that was “No”; they were not waived; they had been 
conducted. 

Mr. Houtrretp. That is my remembrance of the testimony. 

We will check the transcript when we get it, Mr. Polan. 

Mr. Potan. Am I wrong in thinking that the Century fairing did 
not meet the humidity requirement? ‘That is my definite impression 
at present, and if I am wrong I certainly want to be corrected on it. 

Colonel Wirson. I believe that I said on that that I believed that 
the fairing was included in the humidity test of the Century launcher— 
in other words, it had been tested as a complete package, but I would 
have to check back, that I was not sure of that fact. (See p. 390.) 

Mr. Houirietp. That is my remembrance. And also there was some 
discussion as to the testing under the Mach 1 requirement. 

Colonel Wiison. Yes. 

Mr. Houtrtetp. We can check that. It is undoubtedly a misunder- 
standing on your part. But you may proceed. 


FURTHER TESTIMONY OF E. G. POLAN, PRESIDENT, POLAN 
INDUSTRIES, HUNTINGTON, W. VA. 


Mr. Potan. Before yesterday’s testimony both Weatherhead and 
Polan had been repeatedly told by the Air Force that Century had 
used a coated tube to produce a satisfactory launcher. The Air Force 
further clearly implied that neither Polan or Weatherhead was being 
asked to do anything more than what Century had already done. 

Mr. Chairman, I wrote this statement rather hurriedly this morning, 
and I haven’t had time to complete it. I will be glad to furnish the 
committee a complete statement with as many copies as you would 
like. 

And there are one or two other points 

Mr. Houirretp. Now, you take your time, and make such points as 
you want, and maybe by a few questions we can draw out the infor- 
mation for the record. I want you to understand that you are under 
no pressure by this committee. We are giving you this opportunity 
in fairness to your company. And the committee is not in the posi- 
tion of being critical. We realize that your company and the Weather- 
head Co. made an intensive effort to complete your contracts. So I 
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vant you to feel at ease, and if there are any points that you wish to 
weieies up, why, you have this opportunity. 

Mr. Powan. Well, there is definitely a point on the committee’s re- 
lease yesterday that indicated that we had more or less acted in the 
role of a broker i in this procurement. And that is not the fact. We 
have never acted in the role of a broker in the past history of our 
company. We have no intention of doing that in the future. 

Mr. Howutrretp. Maybe you can clarify that, then, by telling the 
committee the percentage of work on this contr act, on the actual pro- 
duction of launchers, which you intended to do, and how much you 
intended to subcontract back to the Weatherhead Co. 

Mr. Poran. I would be very glad to do that, sir. There is roughly 
$2.50 worth of direct labor in the production and completion of an 
MA-3 rocket launcher. 

Mr. Houtrretp. Which you intended to 

Mr. Potan. No. Iam stating that that is roughly the total amount 
of direct labor that is required to produce an MA-3 rocket launcher. 
When we originally bid on this procurement we intended to do the 
entire assembly in our Huntington plant. The greater dollar volume 
of the contract is in the purchase of aluminum forgings, castings, 
extrusions, that we were never set up to make, and I am sure the 
Weatherhead Co. wasn’t set up any more than we were for the extru- 
sion of these metal parts. 

The paper requirement for the contract was in the nature of tubes 
and jute products that were formed and would necessarily have to be 
formed by an experienced paper company, such as C leveland Con- 
tainer, the Hawley Co., Basson’s, and certain other companies that had 
made paper products that were foreign to our manufacture. 

We found that by subcontracting with the Weatherhead Co. that 
we would obtain a greater portion of direct labor application in our 
Huntington plant through the manufacture of their packaging ma- 
terial which they gave to us at the time we gave them the subcontract 
for this center section. We were also to manufacture and do the as- 
sembly of the fore and aft fairings, exclusive of the paper cone that 
was to be supplied by a paper manufacturer to us. We at not time 
felt that there was anything that we were concealing in this pro- 
gram, and when we instituted this subcontract arr angement with 
Weatherhead we submitted the entire program to Wright Field, 
who in turn submitted it to the Small Business Administration and 
their legal section out there. As we were a planned source for this 
rocket launc her, they also submitted it to their Defense Mobilization 
Office. We had obtained approval from every one of the sources 
through Colonel Singer—at that time he was Major Singer. He 
informally advised us that approval had been granted, and we were 
then to formally request approval of Weatherhead as a subcontract 
source through the Columbus suboflice. That was done. The ap- 
proval was received. And if the committee has the idea that we acted 
in the role of a broker, even in any remote phase or instance, why, 
I feel certain that the facts won’t prove that to be true. 

Mr. Rosack. Isn’t it a fact that someone in the Air Force that was 
responsible for monitoring this contract was very unhappy at your 
subcontract arrangements with Weatherhead, and wrote to you to 


try to discourage an arrangement whereby they would do most of the 
work, as the Air Force understood it? 
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Mr. Pouan. Yes. I recall a letter—I dont’ know that he was very 
unhappy, but I know that he implied that they would be more satis- 
fied—I think that was Mr. Geyer, who was the contracting officer’s 
representative in the Columbus suboffice—is that the letter you refer 
to? 

Mr. Ropackx. Mr. Geyer, Frank T. Geyer, Chief of the Contract 
Branch, wrote you on January %5. He said that he understood that 
you were contemplating contracting 90 percent of the contract. And 
he said that this would be very embarrassing to the procurement 
committee at headquarters. 

Mr. Pouan. Well, we were not contemplating contracting 90 per- 
cent of the contract, and Mr. Geyer was advised to that effect. 

Mr. Rosack. We had very great difficulty, Mr. Polan, in finding 
out from the Air Force what the arrangement was. And part of that 
difficulty, I am sure, is based on the fact that the Air Force couldn’t 
quite make up its mind what the arrangement was. Now, isn’t it a 
fact that during the period of your arrangements with Weatherhead 
there were different arrangements made, different proposals, different 
representations to the Air Force as to how much work would be done 
by one or the other companies ? 

Mr. Potan. You mean that we made certain representations and 
that Weatherhead made other representations different from the 
ones that we made ? 

Mr. Ropacx. What I mean is that the contract files of the Air 
Force show that various people in the Air Force at different times had 
different understandings of what you and Weatherhead were doing, 
and when we asked them what the arrangement was, they had diffi- 
culty explaining it to us. General Thurman testified under oath it 
was also represented to him as a joint venture. Here we are talking 
subcontract arrangements. What would be the nature of the arrange- 
ment ¢ 

Mr. Potan. The nature of the arrangement was that we were 
originally to give Weatherhead 145,000 units of the center section at 
an approximate price of $14.60. 

Mr. Rosack. Do you consider that a subcontract ? 

Mr. Potan. Definitely. 

Mr. Rosack. I want you to consult with your counsel and advise 
the committee whether the arrangement that was finally executed 
with Weatherhead constitutes a subcontract by your company to 
Weatherhead. Will you consult with your counsel and advise the 
committee ? 

Mr. Potan (to counsel). Do you consider that a subcontract ? 

Well, that concurs with my opinion. I consider it a subcontract. 

Mr. Hortrrerp. Let the record show that the counsel of Mr. Polan 
nodded in the affirmative. 

Mr. Rosack. The counsel is not testifying; under the rules, we can 
swear him in, but he is not testifying, he is advising. 

Mr. Potan. Would you clarify for me what you mean by a joint 
venture ¢ 

Mr. Rosack. I am using the words General Thurman presented to 
this committee. The question is, Mr. Polan, whether this is a sub- 
contract arrangement or not, because when this contract was awarded 
to Polan Industries, a facility survey was made and a determination 
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was made that your company was qualified to produce this thing. 
Now, you represented to the Air Force that you were going to pro- 
duce this item and you were going to subcontract an estimated 22 per- 
cent of the work or the materials for the dollar amount, whatever it 
was. But there came a time or number of times when the Air Force 
thought or understood that you were going to have practically all 
of the work done by Weatherhead. 

Mr. Potan. Well, are you implying that we 

Mr. Rosacx. I am not implying anything. 

Mr. Poran. I am just trying to clarify this. I may misunderstand 
you. Do you mean that we took this contract, never with the inten- 
titon of producing it, and then intended to subcontract it? 

Mr. Hottrtetp. The counsel asked no such question, Mr. Polan. 

Mr. Potan. I know he didn’t, that is why I asked. 

Mr. Houirtetp. Never mind questioning him about the implication. 
Please, if you can, respond to the question. 

Mr. Potan. Certainly. 

Mr. Rosack. What was your intention when you got the contract? 
Was it to produce this in your plant? 

Mr. Poan. Yes. 

Mr. Ropack. And then what made you change your mind? 

Mr. Potan. We felt that we would have a more profitable contract 
through the subcontract of the center section to Weatherhead, we 
would have a greater amount of direct labor, and therefore we could 
apply a greater amount of our indirect burden and general and ad- 
ministrative cost on the basis of that increased direct labor. 

Mr. Ho.trretp. Now, for the purpose of the record, what was the 
contract price per unit ? 

Mr. Portan. The contract price per unit, our contract price per 
unit, was $20.35. 

Mr. Hourrierp. And of that you have testified that you were going 
to subcontract $14.60 to the Weatherhead Co. ? 

Mr. Potan. That is correct. 

Mr. Hortrrevp. Now, did that $20.35 include packaging ? 

Mr. Potan. It did, sir. 

Mr. Hovirretp. The part that was subcontracted back to you by 
the Weatherhead Co. was how much in dollars ? 

Mr. Poxan. It was $6 per unit, $3 of that was for packaging, a 
little over $3 was for packaging, and about $3 for the fairing fore 
and aft. 

Mr. Hortrretp. For the cost of producing the fairings? 

Did you produce the fairings? 

Mr. Potan. For the entire cost of producing the fairing assembly, 
we did not produce the paper portion of the fairing, all we made 
was the mechanical assembly, and we further proc ured the clips and 
hardware fastening, which were standard parts, from other manu- 
facturers. 

Mr. Houtrrevp. I think $14.60 from $20.35 would give us $5.75. 
So it would be $5.75 rather than $6; wouldn’t it 2 

Mr. Potan. No. I think that the contract was later revised, and 
the differential that we would pay Weatherhead would have amounted 
to—I can get the exact figures for the committee. 

Mr. Hotrrrenp. Was there a revision _upward on the contract in the 
price that you would receive from $20.35 by the Air Force? 
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Mr. Potan. No, sir. 

Mr. Houtrrecp. There was a revision between the two companies? 

Mr. Poxan. It developed that the fairing as originally—the draw- 
ings and the specifications of the original fairing as furnished us 
would not meet the humidity requirements of the contract, and we 
therefore had to use an impregnated fairing that increased the cost. 

Mr. Houtrterp. I see. So the ratio, then, of the contract to sub- 
contract is $20.35 for the contract bid price, $14.60 on your subcon- 
tract to Weatherhead. Then there was a contract of approximately 
$6 back from Weatherhead to you, which included approximately 
$3 for packaging and $3 for the fairing ? 

Mr. Potan. Yes, sir. 

Mr. Houtrtevp. All right. Proceed. 

Mr. Rozack. Now, the agreement as worked out finally was that 
you did something for Weatherhead and for yourself, and Weather- 
head did something for you and for itself. 

Mr. Potan. That is right. 

Mr. Rosack. Now, when was that agreement entered into? 

Mr. Potan. I think it was in either the last quarter of 1955 or the 
first quarter of 1956, I would say it was the first quarter of 1956. 

Mr. Rosack. Did you discuss the contract with Weatherhead be- 
fore, I mean that arrangement with Weatherhead, before it was 
subinitted to bid ? 

Mr. Potan. No. 

Mr. Rosack. After you had gotten the contract, then you under- 
took to negotiate with Weatherhead what a suitable arrangement 
might be # 

Mr. Potan. That is correct; yes. 

Mr. Hourrrerp. May I ask at this time, what was the date of your 
contract ¢ 

Mr. Potan. December 17, 1955. 

Mr. Hottrretp. And what was the date that required your first 
delivery of units? 

Mr. Poran. It was 60 days after approval of the qualifying item. 
I think we had 150 days in which to qualify. 

Mr. Hotirtevp. 150 days to qualify. Did you qualify within this 
150 days? 

Mr. Potan. No; we did not. 

Mr. Hotirrerp. And were you granted an extension of time to 
qualify ¢ 

Mr. Potan. I think informally we were. I don’t know that we 
had any formal extension. 

Mr. Hottrretp. Now, 150 days would have brought you to about 
May 15, wouldn’t it, for your qualification date ? 

Mr. Potan. I think that our delivery was to start in June, it seems 
to me, that is, roughly. 

Mr. Hottrrevp. That was June 1956? 

Mr. Pouan. Yes. 

Mr. Houtrretp. And you had informal extensions of that up until 
what date, until the date of termination ? 

Mr. Potan. I think we were advised periodically by the Air Force 
that the requirement was urgent, that they were going along with 
us, the feeling existed that eventually the item would be qualified. 
And the first knowledge that I had that there would be a definite 
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action for termination or default was, it seems to me, a letter of 
August or September 1956, 2 or 3 months after our initial deliveries 
were required. 

Mr. Hotirretp. And was that notice of termination made perma- 
nent in December of 1956? When did you receive the final notice 
that your contract. would be terminated ¢ 

Mr. Potan. We were in conference with General Thurman and 
Colonel Wilson, it seems to me, early in November, They indicated 
to us that they definitely were of the opinion that we would be 
unable to qualify the item, and they gave us a definite cutoff date. 

Mr. Horirterp. When was that cutoff date ? 

Mr. Potan. That was approximately the 10th of November, I 
would say, between the Ist and 10th of November. I could refer 
to the record and give it to you exactly. But General Thurman 
advised us that they had waited as long as they could for us to qual- 
ify this item, that there was an extremely urgent need for these 
rocket launchers, that we could either qualify and give them some 
assurance of delivery or it would be necessary to terminate the 
contract. 

Mr. Houirtetp. Then the termination was not of your seeking? 

Mr. Potan. No, sir. 

Mr. Houtrretp. You did not go to the Air Force and tell them 
that you had arrived at the point where you felt that you could not 
produce the article and that you wished to be relieved of your 
contract 4 

Mr. Ponan. No, sir. 

Mr. Howirtetp. Now, during this time in which you were in de- 
fault—I am speaking of the period, the 150 days, when you were 
supposed to get into production—were you making efforts in your 
plant to fulfill the contract ? 

Mr. Potan. We definitely were making them. 

Mr. Horirrerp. What kind of efforts were they ? 

Mr. Potan. We had obtained—before I go into that—we had ob- 
tained tooling from the Radiant Co. 

Mr. Houtrietp. What kind of tooling? 

Mr. Potan. That was an assembly line, an assembly, the dipping 
of the tubes for the center section that we later subcontracted to 
Weatherhead. 

Mr. Howtrtetp. So the dipping part of your assembly line, then, 
was of no use to you, that is, you decided not to use it. 

Mr. Poan. Well, it was of use to us, because initially when we 
went into this subcontract, in order to satisfy the requirement of the 
Mobilization Planning Office, we were going to run 5,000 of these 
units in our own plant, we also wanted to ) do that for our own benefit, 
because we wanted to be completely competitive with any other 
source. 

Mr. Houirietp. You had planned to be a production source ? 

Mr. Potan. We definitely had, sir. 

Mr. Hoxitrrmecp. And then you came to the conclusion that you 
could not—it would be more advantageous to you to make an arrange- 
ment with the Weatherhead people, and you deserted your previous 
concept of becoming a production source and became, in effect, a 
prime contractor w ith the subcontrac t,is that correct ? 

Mr. Potan. Would you read that back ? 
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Mr. Ho trtevp. I will state it in shorter sentences. There was a 
time when you contemplated becoming a complete production source 
for this launcher ? 

Mr. Potan. Yes, sir. 

Mr. Hottrrevp. There came a time when you deserted that concept ? 

Mr. Potan. Yes, sir. 

Mr. Hottrrerp. You then became a prime contractor with a major 
subcontract to the Weatherhead people ? 

Mr. Potan. Yes. 

Mr. Howirrecp. And such work as you did during that period was 
confined to setting up an assembly line, and, if so, what was the 
assembly line for? 

Mr. Potan. The assembly line that we actually set up was for the 
manufacture and assembly of the fairing and for the processing of the 
packaging material. We did not set up the line that would have 
enabled us to manufacture a complete MA-3 launcher, because at the 
time we went into this, and when we contemplated—I might state 
here that one of the reasons for the Weatherhead subcontract was 
that we determined that the 2.75 rocket launcher was to be super- 
seded by a 2-inch launcher that would make the MA-3 obsolete— 
there wouldn’t be any future continuing the requirement on that. 

Mr. Hoxtrrecp. Were you so informed by the Air Force on that? 

Mr. Potan. I can’t answer that. 

Mr. Hottriecp. That there was a likelihood that there would be a 
shift from the 2.75 to the 2? 

Mr. Potan. I don’t know who informed me, but I was informed 
that the 2-inch rocket had been developed that would maintain or 
increase the firepower over the 234-inch unit that they were pres- 
ently using. 

Mr. Hotrrretp. That is an important point in your decision, it 
would seem to me that you could probably consult your files and give 
the committee that information, Mr. Polan. 

Mr. Potan. I certainly can get that information for you. 

Mr. Hoxtrrecp. Thank you. 

Mr. Rosack. Certainly it was from a responsible source, because 
that was the basis for a far-reaching decision as to whether you would 
set up a production line or not. 

Mr. Potan. I am sure it was from a responsible source. I think 
that we got some of that information from the Armament Laboratory 
at Wright Field. 

But one thing I wanted to go into. You mentioned our being in 
default on the contract. We maintained to the Air Force that we 
were not in default on the contract, due to a letter that we received 
from the Air Force advising us that they had been informed that 
there were errors in the Century drawings and specifications, and they 
were putting us on notice that there was a possibility that manu- 
facture of the launcher in accordance with the submitted drawings 
and specifications would not produce a satisfactory rocket launcher. 

Mr. Houtrtevp. Do you have that letter ? 

Mr. Potan. We have. 

Mr. Houtrtetp. Will you furnish that to the committee ? 

Mr. Pouan. Yes, sir. 

Mr. Hottrrevp. You do not have it in your possession this morning, 
or your counsel ? 
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Mr. Potan. No. 

Mr. Ho.irrevp. You will have that letter in your files, and will you 
furnish it to the committee ? 

(The following letter was furnished :) 


CoLtumMBus AIR PROCUREMENT OFFICE, 
DayTON AIR PROCUREMENT DISTRICT, 
MOosBILE AIR MATERIEL AREA, 
Columbus, Ohio, February 21, 1956. 


Subject : Changes in Century drawings, contract AF 33 (600)-31898 
To: Polan Industries, Inc., Huntington, W. Va. 
(Attention: E. G. Polan, president.) 


1. This office has been advised that there are certain phases of drawings fur- 
nished by the Century Industries Corp., that may be subject to revision by your 
organization before the rocket launcher being furnished under the above contract 
can be completed. It is understood that certain of the manufacturing processes 
are considered to be impossible to accomplish as outlined on the Century draw- 
ings of specific parts. Also it has been stated that some of the materials speci- 
fied in the drawings do not meet the physical properties required by AF specifi- 
cations. 


2. It is therefore requested that any change that you desire to incorporate in 
any of the Century drawings furnished by the Air Force be carefully considered 
and, if such changes are deemed to be necessary for the production of a suitable 
rocket launcher, a full description of the changes be furnished this office so that 
action toward amending, modifying, or revising the drawings furnished you can 
be undertaken at the earliest possible time. 

3. It is necessary that this information be obtained at the earliest because of 
the benefits to be derived through early notification of the project engineer and 
buyer involved in the procurement. If this office can assist you in any way, 
please notify. 

For the chief : 

FRANK T. GEYER, 
Chief, Contract Branch. 

Mr. Rosack. Mr. Chairman, let me ask this. 

Will you state for the committee, now, that you received a letter 
from the Air Force and discussed it with Colonel Wilson to the effect 
that the specifications were inadequate ? 

Mr. Poxtan. Well, I won’t state that. I will state that I discussed 
it with General Thurman, and I am sure Colonel Wilson was there. 
There definitely was a letter. I think it was written either in Feb- 
ruary or March. There was a letter stating that the Air Force had 
been advised that the drawings and specifications as furnished by 
Century were faulty. We previously knew that the drawings fur- 
nished by Century were faulty. We knew that there had been draw- 
ings submitted that, had components been manufactured to those 
drawings, it would have been impossible to assemble a rocket launcher 
that would go together and fit or operate. 

Mr. Rosack. Did you know that at the time of the bid, or did you 
find that out ? 5 

Mr. Potan. We found it out. 

Mr. Rozack. Now, when you found out that the specifications were 
inadequate, what did you proceed to say? Did you say you couldn’t 
produce, or did you want a new specification ? 

Mr. Potan. Well, we said we wanted a new specification. 

Mr. Rosackx. And what did the Air Force say ? 

Mr. Poxtan. The Air Force stated that in their opinion the specifi- 
cation was adequate, very definite and proper, that they did not care 
how the launcher was made as long as it met that specification. 
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Mr. Rozack. You are relying on the letter from Mr. Geyer, which 
is not in substance what the ) => Force told you when you made a 
complaint ? 

Mr. Potan. No; I was not. Eglin advised the armament labora- 
tory that the fairing specification was inadequate, that it should be 
changed, that the contract production should be stopped on both 
Weatherhead’s and our contracts, and that a modification or contract 
change should be effected to provide for a fairing that would meet 
Mach 1 requirements. 

Mr. Ho.irrevp. Did that come about as a result of the increased 
requirement from the standpoint of speed which occurred after the 
original contract ? 

Mr. Potan. Well, I understood from General Thurman 

Mr. Ho.irtetp. That was a modification? This had nothing to do 
with a faulty drawing, this was in the nature of a decision on the 
part of the Air Force that they wanted a fairing that would with- 
stand additional speed, which they had not contemplated at the let- 
ting of the contract originally, and therefore they wanted a stronger 
fairing, and asked for that? 

Mr. Potan. That is not my understanding. 

Mr. Hourrrevp. That is not your understanding ? 

Mr. Potan. No; I understood they wanted a fairing that would 
fly to Mach 1. 

Mr. Houtrretp. Was that in the original requirements ? 

Mr. Potan. Yes, sir. 

Mr. Houirretp. A Mach 1 fairing was required ? 

Mr. Potan. Yes, sir. And they also wanted to meet certain humid- 
ity specifications and pass certain environmental tests that the fairing 
would not pass as specified in the drawings and specifications. 

Mr. Hottrretp. I see. So the requirements were in the original 
specifications ¢ 

Mr. Potan. Yes, sir. 

Mr. Houtrretp. Then the drawings and specifications given you 
would not meet that performance? 

Mr. Potan. No, sir. 

Mr. Houtrretp. Now, were there any other faulty points—were 
there any other parts of the drawing which you considered to be in 
error ¢ 

Mr. Potan. Yes, sir; there were several that we knew to be in error. 

Mr. Hottrretp. How did you find out that those drawings were 
in error? Was it on the basis of engineers’ drawings, or was it in 
the field of know-how to apply ? 

Mr. Poian. Well, there were errors that were put in the dimensions 
listed on the drawings that had these dimensions been followed out 
in manufacturing, you would not have been able to assemble the 
launcher. Those were just minor errors that were corrected in pre- 
engineering prior to tooling on this item, 

Mr. Houirretp. You are not making the accusation, then, that you 
were deliberately—that someone deliberately furnished drawings 
which were calculated to mislead you or deceive you ? | 

Mr. Poxtan. No, sir, I am not making that accusation at all, insofar 
as the Air Force is concerned. I think the Air Force has been 

Mr. Houtrreip. Now, the Air Force obtained those drawings, as I 
understand, from Century Industries ? 
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Mr. Potan. Yes, sir. 

Mr. Hottrtevp. So if there was any intent to deceive or confuse a 
competitor, it would have been on the part of the person who owned 
the drawings originally, or the firm that owned the drawings origi- 
nally, and not upon the Air Force? 

Mr. Potan. Well, there was evidence presented to the Hébert com- 
mittee that that was actually what had been attempted. I think Mr. 
Petersen’s testimony, as I read these transcripts that were sent to me, 
indicates that there was an attempt to set up an arrangement whereby 
that fact would be in effect. 

Mr. Houtrtetp. Did that pertain to a previous contract, or to your 
contract 4 

Mr. Potan. I would have to refer to that record and answer that. 
But I could check it in just a moment. 

Mr. Rosack. Are you relying on Mr. Petersen’s testimony to leave 
an inference or make a charge that Century Industries deliberately 
tampered with the drawings? 

Mr. Potan. No; I am not. 

Mr. Ropack. You are not leaving any such inference in the record? 

Mr. Potan. No. All I am doing is referring to Mr. Petersen’s 
testimony before the subcommittee that previously conducted these 
hearings. 

Mr. Rosack. You have no knowledge or reason to believe that, other 
than what you read from someone else’s testimony, there was any 
manipulation or tampering with the drawings ? 

Mr. Poran. I was advised by Mr. Petersen that he had been ap- 
proached on a deal that would in effect provide that very thing. He 
had been requested to handle drawings and specifications in a manner 
that would continue to require changes and provide, I think, a better 
situation for two of the companies that were in the program. 

I think he testified to that in that previous hearing—at least he 
told me that. 

Mr. Lipscoms. Mr. Chairman ? 

Mr. Houiritetp. Mr. Lipscomb. 

Mr. Lipscoms. Who is Mr. Petersen ? 

Mr. Potan. He is vice president of the Radiant Manufacturing 
Co., the company from whom we bought our tooling. 

Mr. Lirscoms. Why would he approach you on such a subject ? 

Mr. Poran. He did not approach me. 

Mr. Liescoms. I thought you said he did. 

Mr. Potan. You misunderstood me. He didn’t approach me, he 
said that he had been approached to work along with another com- 
pany and maintain a better competitive position in the rocket launcher 
program. 

Mr. Lirscoms. What was your connection with Mr. Petersen? 

Mr. Poian. We had no connection with him. We went out and 
checked his plant, after we got this contract arranged, and did pur- 
chase his production, tooling, and dipping equipment. 

Mr. Liescoms. And he told you this in the course of your procuring 
the equipment from his plant ? 

Mr. Potan. Yes, sir. 


Mr. Horirrevp. And he referred to his testimony before the Hébert 
committee ? 
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Mr. Potan. No; he did not. I checked into it. I asked for and got 
copies of that testimony. I could very easily refer to it—if you have 
copies—— 

Mr. Howirtetp. We are aware of that testimony. We are also aware 
that Mr. Babbitt categorically denied under oath that any such ap- 
proach had been made. So this is information which the committee 
does have. It becomes a matter of Mr. Petersen’s word against Mr. 
Babbitt’s on that particular point. 

Mr. Rosackx. When you were told that there were—that something 
was wrong or might be wrong with the drawings, did you then consider 
that you were unable to produce under those drawings and 
specifications / 

Mr. Potan. Yes; we did. 

Mr. Rorpackx. Well, when was that? You bought some material 
from Radiant right at the beginning of the contract. 

Mr. Potan. We knew we were unable to produce upder the identical 
drawings without making certain changes—and some of them we knew 
before we were awarded the contract. 

Mr. Rosackx. Before you were awarded the contract? 

Mr. Potan. Yes. 

Mr. Rospack. Well, why did you accept the contract ? 

Mr. Potan. Those errors, I think, were brought to the buyer’s at- 
tention. They were, as I explained, minor errors in drawings. 

Mr. Rosack. Did you accept the contract from the Government 
knowing that the specifications and the drawings were inadequate to 
produce this item ¢ 

Mr. Potan. No; we did not. We knew that 1 of the drawings, or 
probably 2 or 3, there may have been a group of these drawings— 
had tolerance and limit designations that were in error—they were 
not in error as far as we knew on the drawings, but when the drawings 
were brought together, as I previously told you, had tooling been set 
up in strict accordance with the furnished drawings, components made 
from those tools would not have fit to make an operating rocket 
launcher. 

Mrs. GrirrirnHs. Mr. Chairman, could I ask some questions? 

Mr. Houtrretp. Yes. 

Mrs. GrirrirHs. Did I understand you to say at any time that the 
Air Force had told you that the Century Co. had made a satisfactory 
launcher from these specifications ? 

Mr. Potan. Yes; they told me several times. 

Mrs. Grirrirus. Did they tell you that before they gave you the 
contract ¢ 

Mr. Poian. No. 

Mrs. GrirrirHs. They told you that during the life of the contract ? 

Mr. Potan. Well, I think it was after we had encountered this 
trouble. 

Mrs. GrirFitHs. Exactly how many units was your contract for? 

Mr. Potan. I think it was 149,986, just a few less than—— 

Mrs. Grirrirus. And you were making this in a plant in West Vir- 
ginia, is that right ? 

Mr. Potan. Huntington, W. Va. 

Mrs. Grirrirus. How many square feet of floor space do you have 
there ¢ 
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Mr. Pontan. 250,000. 

Mrs. GrirrirHs. How many employees did you have then ¢ 

Mr. Potan. At that time we had about 200. 

Mrs. Grirritus. Did you have other work than this contract ? 

Mr. Potan. Yes. 

Mrs. GrirritHs. How many employees were you going to allocate 
to this contract ? 

Mr. Potan. As initially planned, it would have been about 30. 

Mrs. Grirrirus. That was 1 shift, 2 shifts, 3 shifts? 

Mr. Potan. One shift. 

Mrs. GrirFirHs. What type of equipment did it require to make 
the items under contract ? 

Mr. Poran. It required some—primarily assembly equipment. It 
took mostly floor space, dipping equipment—that consists of a series 
of tanks that are electrically heated—conveyor equipment. 

Mrs. Grirrirus. You said something about some tooling. What did 
it go on? 

Mr. Poran. It went on the bulkheads. Most of the hardware re- 
quired on the fairings was standard clips and pieces that didn’t re- 
quire special tooling. However, there were castings on the hangar 
assembly that required special tooling, the bulkheads required tooling. 

Mrs. GrirFirHs. What type of equipment did the piece that you 
subcontracted require ¢ 

Mr. Poan. It required the same equipment that we had procured 
from Radiant and put in our plant. 

Mrs. GrirrirHs. And when did you procure it and put it in your 
plant, before you started the contract ? 

Mr. Potan. Oh, yes; it was immediately after we were awarded the 
contract. 

Mrs. Grirrirus. What was your production schedule per month 
that you were to meet ? 

Mr. Potan. I think it started at 1,000 per month, and then grad- 
ually increased to 15,000 per month. 

Mrs. Grirrirus. How many days a month did you work? 

Mr. Potan. Twenty. 

Mrs. Grirrirus. How many pieces can go through that piece of 
equipment that you had in your plant in a day ? ? 

Mr. Potan. About 1,200—1,200 completed units. 

Mrs. Grirrirus. Now, of the assembly that you subcontracted 1,200 
could have gone through ? 

Mr. Potan. Not only what we subcontracted, but of all the other 
components. 

Mrs. Grirrirus. Could have gone through in 1 day ? 

Mr. Potan. Yes, Ma’am. 

Mrs. Grirrirus. So you have enough equipment ? 

Mr. Poran. We have adequate tooling to produce 1,000 units per 
day. 

Mrs. Grirrirus. 3ut you had to produce 1,000 per month? 

Mr. Potan. No; we had to produce 5,000 per month. 

Mrs. Grirrirus. I thought you said 1,000? 

Mr. Potan. No, 5,000. 

Mrs. Grirrirus. And you could have produced a thousand a day? 

Mr. Potan. We could have produced a thousand a day. 
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Mrs. Grirrirus. Is that because the equipment—whatever it was— 
that was simply its capacity, and you couldn’t have bought any less? 

Mr. Potan. That is right. I misinformed you. On some of those 
dipping operations it would have required 2 and 3 shifts, 16- and 
24-hour operation. 

Mrs. Grirrirus. When you started the contract and intended to 
subcontract 20 percent of the—what is it, some sort of centerpiece, is 
that what you call it? 

Mr. Potan. Center section. 

Mrs. GrirrirHs. What went wrong in your line that you couldn’t 
make it? Why did you ever intend to subcontract it? You had all 
the equipment, you had all the employees, why did you intend to sub- 
contract it? 

Mr. Potan. Because we determined that it would not be a con- 
tinuing item, and by obtaining the packaging subcontract and fairing 
subcontract from Weatherhead, we felt it would be more profitable 
for our company, that we would get a greater amount of direct labor. 
The manufacture of the center section is primarily an assembly opera- 
tion, and it is mostly automatic. It took, I think, an hour and thirty 
minutes of direct labor. 

Mrs. Grirritus. Why did you want direct labor? 

Mr. Potan. Because it would decrease our overall operating costs 
and make us more competitive. We apply burden and administrative 
costs to direct labor. 

Mrs. Grirrirus. So when you showed a cost of $2.50 for direct 
labor out of a total cost of $20.35 per unit, the Air Force must have 
thought a lot about that $20.35 final price. 

Mr. Potan. No. There was $12 worth of direct material in this 
rocket launcher—the paper, the metal, and the ethyl cellulose. 

Mrs. Grirrirus. What were you charging for office overhead ? 

Mr. Potan. Office overhead ? 

Mrs. Grirrirus. All your overhead. 

Mr. Potan. Our overhead ran about 70 percent? 

Mrs. Grirrirus. Of the total cost in this contract ? 

Mr. Potan. No; of the total cost of direct labor, for every dollar 
that went to direct labor—— 

Mrs. Grirrirus. You were charging off 70 cents on your indirect 
cost, and yet you had other work in the plant ? 

Mr. Potan. Yes; if we hadn’t had the other work we would have 
had to charge about double that. 

Mrs. Grirrirus. Now, go back and tell me, if you thought that it 
would have been profitable to you to have subcontracted 20 percent 
of this in the beginning, why wasn’t it more profitable to subcontract 
a hundred percent in the beginning ? 

If it would have been more profitable to have subcontracted 20 per- 
cent of your centerpieces in the beginning, center assemblies, why 
wasn’t it more profitable to subcontract 100 percent of those center 
assemblies ? 

Mr. Potan. Well, the only way we cau earn a profit for our com- 
pany would be to manufacture and obtain the benefit of an allocation 
of our burden costs and our general administrative costs, and then 
still produce the item at a cost lower than we were selling it for. 

Mrs. Grirrirus. Now, will you explain your cost breakdown and 
how it worked under your original bid? 
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Mr. Potan. Do you want me to explain it? 

Mrs, Grirrirus. Yes; tell me that. And then will you tell me 
why, after you have made a bid like that, you did switch, you did 
subcontract 80 percent then ? 

Mr. Potan. We did not subcontract 80 percent; we subcontracted 
about 30 percent initially—] don’t know whether you were present 
when this testimony was presented yesterday yrong on 
that, but I understood Mr. Haugh to say that they had made a field 
survey, this representation had been made to Smail Business that we 
had acted as a broker, that we had subcontracted 90 percent. Small 
Business then sent an investigator to Huntington, and they deter- 
mined that under the original contract we were to do about Si, 600,000 
of this work in our plant, under the subcontract arrangement, with 
Weatherhead that was slightly less than $2 million. So that is the 
prime reason we went to the subcontract with Weatherhead; it was 
to the benefit of our company. 

Mrs. Grirriras. How much did you subcontract finally ? 

Mr. Potan. We subcontracted 150,000 units at slightly less than 
$14, or roughly $14. That would be 

Mrs. Grirrirus. That is more than 50 percent of the contract. 

Mr. Liescompn. It is about 55 percent of the contract. 

Mr. Potan. That is about 55 percent of the contract. And then 
we received a million-dollar subcontract from Weatherhead on the 
packaging material in the fairings. 

Mrs. GrirrirnHs. What was the cost of the haul? Did you trans- 
fer these pieces between you ¢ 

Mr. Potan. We always intended to package the fairings, assemble 
and fabricate the packaging material and ship it to the Cleveland 
plant of Weatherhead. We were going to put personnel of ours in 
their plant and perform the ac tual function, that is, the direct labor 
of packaging, which amounted to 11 cents per unit. That was the 
direct labor that was utilized in packaging these launchers. ‘The mas- 
ter pack of a rocket launcher is four—they are individually pack- 
aged, sealed for humidity requirements, overseas storage, and then 
put in a master container. We intended to fabricate this packaging 
in Huntington, to manufacture the fairing subassemblies, package 
them in the master container, then ship either by rail or truck to 
the Weatherhead plant, where the finished center sections would be 
inserted. 

Mrs. Grirriras. You mean that in the subcontract, in place of your 
doing the work in your plant and sending it to Weatherhead—how 
far away would that be? 

Mr. Potan. 175 miles. 

Mrs. Grirrirus. That in place of doing it that way, what you were 
going to do was to send your employees to Weatherhead, and they 
were going to do the work there. 

Mr. Poran. On just the packaging; yes. 

Mrs. Grirrirus. And the pac kaging was $3 of the $6; is that right? 

“Mr. Potan. That included the material. But the direct labor that 
was involved in this packaging, was 11 cents of the $3. Later there 
developed some sort of a union involvement—we do packaging for 
many companies—we have an organization that is experienced in 
packaging, it is a specialized field, and Weatherhead felt, I am sure, 
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that we could do a lower cost job of packaging than they could 
themselves. 

Mrs. Grirrtrus. Eleven cents of the $3 was direct labor. How 
much for material ? 

Mr. PoLan. $2.89. 

Mrs. Grrrrirus. $2.89? 

Mr. Potan. Yes, ma’am. 

Mrs. Grirrrrus. And did you buy the material and have it sent 
to Weatherhead / 

Mr. Potan. We had it sent to our plant. 

Mrs. Grirrirus. You had the employees in Weatherhead and the 
material in your plant? 

Mr. Potan. No. The employees that were to be utilized in the 
Weatherhead plant were probably 5 or 6 men, plus a superintendent. 
And these men were to stand at the end of an assembly line that 
Weatherhead had on the center section. They would take the Weath- 
erhead center section and put it in the individual cartons that were 

vapor sealed—they had a little electric sealing device, and they were 
run through there, and then would take four of them and put them 
in the master pack. This was a wire-bound unit, and they had an 
attachment that would fasten the wire—and they would probably 
pack 200 of them an hour. 

Mrs. Grirritus. That is 11 cents worth. Where did the $2.89 worth 
go? 

Mr. Potan. It wasn’t $2.89. There was burden on that 11 cents, I 
think, of probably another 6 or 7 cents. I think the total cost of 
the packaging, exclusive of material, but including burden, was about 
17 or 18 cents. The rest of it 

Mrs. Grirriris. Where was it physically ? 

Mr. Potan. It was in Huntington. 

Mrs. Grirrirus. And what did you do with it? 

Mr. Potan. We would take these bags that were manufactured, 
we would put a desiccant in them, we would put the fairings in the 
master container, seal those fairings so that no humidity could get 
to them, and set up the master assembly so it would take these four 
individual packages. 

Mrs. Grirrirus. Was this something additional you did? You did 
all of Weatherhead’s? 

Mr. Potan. We did all of ours. 

Mrs. Grirrirus. I don’t mean you just packaged them. Are you 


also saying that you made in your plant those additional parts that 
you pac kaged there? 


Mr. Pouan. Yes. 

Mrs. Grirrirus. And what were those parts? 

Mr. Potan. They were fabrications of paper and plywood ma- 
terials that went up to make the interior and exterior pack. 

Mrs. Grirrirus. Was it your employees that did it, or Weather- 
head's? Did Weatherhead send any employees to your plant? 

Mr. Potan. They had nothing to do with it, that was entirely our 
separate function. 

Mrs. Grirrirus. Why did you do 75 percent of the contract, why 


did you increase your subcontract from 20 to 25? I seem to miss that 
every time. 
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Mr. Potan. Because it was to our company’s benefit to obtain as 
much direct labor on the overall contract, because it then absorbed a 
certain amount of our indirect costs, including burden and overhead. 
And by obtaining a million dollar subcontract from Weatherhead 
that would utilize—the subcontract from Weatherhead utilized a 
greater portion of direct labor than the portion of the contract that 
we subcontracted with them; that. is, the center section. 

Mrs. Grirrirus. How many additional people did you employ? 

Mr. Poian. We would have employed at least 10 or 12 additional 
people, because under the packaging arrangement, we would have 
used a total of 42 people. 

Mrs. Grirritus. And you had 30 to start with? 

Mr. Potan. Thirty to start with. 

Mrs. Grirrirus. Why didn’t you figure this out at the start, when 
you started the contract, why you didn’t recognize this then ? 

Mr. Potan. We had no occasion to recognize it then, we had no 
intention of subcontracting the unit at all, we intended to manufac- 
ture the entire rocket launcher in our Huntington plant. 

Mrs. Grirrirus. What did you figure for our profit originally ? 

Mr. Potan. We figured about 3 percent. We were extremely 
anxious to get work 

Mrs. Grirritrus. Of cost ? 

Mr. Potan. Yes. 

Mrs. Grirrirus. Which would not be 3 percent of that $20.36— 
you don’t mean—or do you mean that ¢ 

Mr. Potan. No, the $20.36, $20.35, represented our profit in there 
too. 

Mrs. Grirrirns. You were going to make about 60 cents profit ? 

Mr. Potan. Yes, ma’am. 

Mrs. Grirrirus. On each one. Now, what did this do for you, 
what would you have made then ? 

Mr. Potan. We would have made 60 cents on 150,000 units, that 
is $60,000—that is $90,000. 

Mrs. Grirrirus. 60 percent ? 

Mr, Potan. Had we made 60 cents a unit, and had we made 150,000 
units, we would have made $90,000 on the contract. 

Mrs. Grirrirus. And did the Air Force understand this arrange- 
ment that you made with Weatherhead ? 

Mr. Porian. Yes, ma’am, we presumed that they did; it was pre- 
sented to them. 





Mrs. Grirrirus. Did you put it in writing that you were putting 


your employees in Weatherhead’s plant, and so forth and so on? 

Mr. Potan. We certainly did. 

Mrs. Grirrirus. That is all. 

Mr. Lirscoms. For what purpose was the $250,000 small-business 
loan ? 

Mr. Potan. For operating capital, to fill a certain portion of 
the capital requirement of this contract. 

Mr, Lirscoms. Was the basis of applying for the loan on the inten- 
tion of you doing the whole job? 

Mr. Potan. No, it was not. In fact, the representative from Small 
Business came to Huntington and investigated. And as I under- 
stand it, the reason that Mr. Barnes reversed this commitment that 
they made to us was at the request of this committee. 








AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 373 


Mr. Lirscoms. You applied for a $250,000 small-business loan 

Mr. Ho.triip. May | correct the record here. This committee 
made no such request to Mr. Barnes. I must correct the record at 
that point. 

Now, go ahead, Mr. Lipscomb. We have the correspondence, which 
has already been introduced into the record, between Mr. Barnes and 
this committee, and there was no such request. 

Mr. Lirscoms, You applied to the Small Business Administration 
for a $250,000 loan, is that correct ? 

Mr. Pouan. Yes. 

Mr. Lirscoms. And that loan was made for the purpose of pro- 
curing equipment to manufacture this rocket launcher, give addi- 
tional e: apital, or what ? 

Mr. Potan. Primarily material requirement, it could have been 
used for tubes and tooling. 

Mr. Lirscoms. But the purpose of asking for the loan was to manu- 
facture the whole unit? 

Mr. Potan. No, it was not, because we never intended to manu- 
facture the whole unit. We indicated initially that we were going 
to subcontract approximately 22 percent. 

Mr. Lirscoms. That was the intention all the time? 

Mr. Potan, Yes—no, that was not the intention all the time, that 
was the intention up to the time that we made this subcontract ar- 
rangement with Weatherhead. 

Mr. Lirscoms. You got the contract in December 1955 ? 

Mr. Potan. Yes. 

Mr. Lipscoms. When did you make the application for the small- 
business loan ¢ 

Mr. Potan. I would have to refer to the record, but I would as- 
sume that it was within a 60-day period. 

Mr. Lirscoms. So within that 60-day period is when you made the 
decision to subcontract ? 

Mr. Potan. To Weatherhead ? 

Mr. Lirscoms. Whoever you made it with. 

Mr. Potan. We made the decision to subcontract 22 percent at 
the time we submitted the proposal. We then increased that sub- 
contract, we about doubled that, because it was to our advantage to 
do so. We intended to subcontract, I would say, 22 percent, before 
we even started the contract, before we were awarded any contract. 

Mr. Lirscoms. When you made the bid on the 150,000 units, it was 
your intention at that time to do the whole contract in your plant? 

Mr. Potan. Excepting 22 percent of the contract, which we were to 
subcontract. 

Mr. Liescoms. And that was so specified in your propsal ? 

Mr. Pouan. Yes, sir. 

Mr. Lipscoms. And everyone was aware of that at the time? 
Mr. Potan. Yes, sir. 

Mr. Lirscoms. Then you applied within the 60-day period for the 
50,000 small-business loan ? 

Mr. Potan. Yes. 

Mr. Lirscoms. And you procured equipment. Now, as I under- 
stand it, you said that the equipment would allow you to manu- 
facture 5,000 units, you intended to do 5,000 units in your own plant ¢ 
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Mr. Potan. The equipment would have enabled us to manufacture 
5,000 units, and we could have also manufactured the whole 150,000 
units with that equipment. 

Mr. Lirescoms. That is the whole item, without subcontracting ¢ 

Mr. Potan. The whole item, we could have manufactured the com- 
plete unit independent of Weatherhead or any other company, with 
the exception of the 22 percent of the contract that was initially 
specified as subcontract. 

Mr. Lirscoms. Then, as I understand it—of course, that equipment 
would have manufactured the 2.75-inch rocket, is that it? 

Mr. Potan. Launcher, yes, sir. 

Mr. Lipscoms. And then ‘subsequent to that, you found out that 
there was a possibility that there would be another type of a launcher 
that would be available, that might become available ? 

Mr. Potan. Another type of rocket, a 92-inch rocket, rather than a 
234 inch. 

Mr. Lirescoms. Which wouid change the specifications and the type 
of manufacturing that had to be done. Were you anticipating, then, 
that you would be tooled up and ready to go on the new type when it 
was made available ? 

Mr. Potan. No. We knew that our tooling would not be adequate 
for a 2-inch launcher. And we also knew that it was very probable 
that our tooling would be inadequate—the requirement would go 
from a 7-tube launcher to a 19-tube launcher. 

Mr. Lirscoms. Did that have anything to do with your determina- 
tion—you decided that the 2.75 launcher would not be a stock item, 
or be used to a great extent, then there was no use of your tooling 
up on the 2.75, and therefore you decided at that point to increase 
your subcontracting / 

Mr. Potan. No, we decided to subcontract to Weatherhead because 
we obtained a greater amount of direct labor on their subcontract, 
and it was a more profitable operation to our company to subcontract 
the center section to Weatherhead. We would have used 42 direct 
employees in the subcontract arrangement with Weatherhead, where, 
had we acted independent of We atherhe: id, we would have used 30 
employees. That was caused because there was much more direct 
labor involved in the portions of the contract that we did under the 
Weatherhead arrangement. At that time, however, we determined 
that we would manufacture 5,000 units in our plant, because we 
wanted to be fully competitive with any other source in any con- 
tinuing rocket-launcher procurement. We wanted to know—we 
wanted to have cost experience on every phase of the manufacture 
of it. And the only way we could get it was to just manufacture it. 
We knew that they—the Air Force—were going to procure more 
rocket launchers, although we doubted that they would be MA-3. 

Mrs. GrirritHs. What is the connection between you and Weather- 
head? Is there any corporate relationship ? 

Mr. Potan. None whatsoever. 

Mrs. Grirritus. Not any relation by marriage, birth, or what have 
you, just friends? 

Mr. Potan. No. They area very fine company. 

Mrs. Grirrirus. Did you do any other business with them ? 

Mr. Poran. No, I have never had any contact with them. 

Mrs. GrirFitHs. How did you get together # 
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Mr. Potan. Their purchasing department, or their subcontract 
division, quoted us on components that were required for the manu- 
facture of the launchers. 

Mrs. GrirritHs. Who told you they could make them? 

Mr. Potan. They were awarded the bid upon the initial quantity, on 
the advertised quantity of this procurement, where they were the low 
responsive bidder, and they got this bid. They were competitive to 
us on that bid, and they were lower priced than we were. 

Now, we had never contacted Weatherhead prior to the award of 
the initial 150,000 units which they received. We had used prices 
from other companies after we got the set-aside. Our buyer thought 
that probably we could get a lower price from Weatherhead inasmuch 
as they could utilize certain tooling that they would have to accom- 
plish for their own contract, and ‘not have to amortize it over our 
quantity, so we then got prices from them on bulkheads and certain 
other components that were required for the complete unit. 

Mrs. Grirrirus. Did you ask anybody else to bid ? 

Mr. Potan. Many, many companies. We can give you a complete 
record of every bid that we requested and everyone that was received. 

Mr. Ropacx. Mr. Polan, under the terms of the agreement with 
Weatherhead, what protection did you have in your subcontract 
arrangement against Weatherhead’s failure? You made a subcon- 
tract, you as prime contractor; what protection did you have in your 
contract against failure on his part?’ You may consult counsel, if 
you like. 

(Mr. Polan consults his counsel.) 

Mr. Poxan. There is nothing specifically mentioned in the sub- 
contract agreement. However, I assumed, and I feel certain that we 
would have, the same protection with Weatherhead that we would 
have with any other manufacturer. 

Mr. Rozack. You stood, responsible for the contract, did you not? 

Mr. Potan. We certainly did. 

Mr. Rogpack. You made an agreement, and you didn’t protect your- 
self? 

Mr. Poran. There was an obligation on their part to perform, and 
to the extent of that obligation we had the protection that we would 
have against them or any other source or suppliers. 

Mr. Ropacx. You mean that it was implied and not stated in the 
contract / 

Mr. Potan. It was not implied, no, sir. 

Mr. Rorack. Did you have an enforceable obligation. against 
Weatherhead in your agreement with Weatherhead ? 

Mr. Potan. Certainly. 

Mr. Rosack. And, if so, will you state it in the agreement ? 

Mr. Poran. The agreement provided that they were to perform 
certain services and supply certain materials for us. They had a 
definite obligation under that, and we in turn had a definite obliga- 
tion tothem. Had we failed, they would have had recourse against us, 
as they would have had against any other supplier who agrees to do a 
certain thing and fails to do it. We also had that same recourse 
against Weatherhead. 

~Mr. Ropack. Well, is it usual or unusual in a subcontract to fail 
to protect yourself against failure on the part of the subcontractor? 
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Mr. Potan. Usually when we issue a subcontract, our purchase or- 
der would provide, or set up a certain delivery schedule, and there is 
a liability if they fail to deliver. 

Mr. Rozack. But there is no liability set up in this agreement with 
Weatherhead. 

Mr. Potan. Not specifically. 

Mr. Ropsack. Then what happens now if the contract was termi- 
nated for failure to deliver, what part of the contract for perform- 
ance does your company bear, that is, performance in attempting to 
do it? 

Mr. Potan. We probably bear about a third of the costs Weather- 
head has incurred. 

Mr. Houtrretp. Could I ask, at that time, under the terms of this 
division of responsibility, that your company left it up to the Weather- 
head Co. to do the research and development in the center assembly? 

Mr. Potan. We did not do that. We did discuss with the Air 
Force the reduction in the contract amount of $3,000 by waiving the 
preproduction sample requirement for testing, and Weatherhead was 
to do that, that was a phase of the contract that was not research or 
development. 

Mr. Houirrevp. Well, to a certain extent it was research and de- 
velopment on their part, because it was a new item, and they had to 
in effect find out how to make this central assembly, did they not? 

Mr. Poran. Well, the only reason it was a research and develop- 
ment operation was because both Weatherhead and ourselves felt that 
the specifications and drawings were faulty. 

Mr. Houtrtevp. And did they bear that part of the expense as far as 
the center assembly was concerned ¢ 

Mr. Potan. Well, to my knowledge 

Mr. Horirrenp. The tooling up for the center assembly, and the 
research into how they w ould do the job, and so forth, for the center 
assembly, that was their responsibility ? 

Mr. Poran. That was, at least I know that they spent seven or 
eight hundred thousand dollars. 

Mr. Houirievp. Did they tell you that they had spent something 
like that amount, seven or eight hundred thousand 

Mr. Potan. Yes, sir. 

Mr. Hottrrerp. And what do you estimate your loss on this ven- 
ture to be? 

Mr. Potan. I would say it would be about $200,000. 

Mr. Horirtetp. About $200,000. Now, your research and develop- 
ment, or those expenditures, were for this equipment, this Radiant 
equipment that you purchased, for other tooling, and for research and 
development on the fairings, apparently ? 

Mr. Potan. No. We have expended—we have in our possession all 
of the metal parts that are required for the production of 600,000 
fairings on this contract excluding paper, we have about $60,000 or 
$70,000 worth of purchased parts that are clips and fasteners, and 
we have specialized tooling that would probably equal that amount. 

Mr. Ho.trrecp. So, your total loss on the venture, Weatherhead 
and Polan, is approximately a million dollars, according to your 
testimony ¢ 

Mr. Potan. It would be more than that. I think it would be closer 
to a million and a quarter. 











AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 377 


Mr. Ho irrevp. Closer to a million and a quarter. 

Now, we have taken more time than we expected, because of the 
intricacies of this matter. But there is one point I did want to clarify. 
I believe in your conversation or exchange of questions and answers 
with Mrs. Griffiths you testified that your final contract amounted to 
something over $2 million. 

Mr. Potan. A million nine. That included the subcontract por- 
tion. 

Mr. Houtrtetp. Now, in comparing that million nine, you would 
be comparing a service to both Polan and Weatherhead in the nature 
of fairings and packaging, and therefore that would not be directly 
chargeable to your part of the contract, would it, from the standpoint 
of how much work you did on your contract, the original set-aside 
contract ? 

Mr. Potan. I don’t know that it would or not. In addition to that, 
we were furnishing the tubes that were required for our portion of 
the contract. And I would like to state here now that Mr. Simms 
indicated that we had never placed an order with Cleveland Container 
for tubes. That statement was in error, and I am sure he just didn’t 
have knowledge of the order that we had placed with Cleveland 
Container. 

Mr. Horirtecp. You had placed an order with them for 

Mr. Potan. $290,000 worth of tubes. 

Mr. Ho trterp. I see. 

Mr. Ropsack. Mr. Polan, I think you submitted an offer to the Air 
Force, after you submitted your bid price, which reduced it by an- 
other 10 cents, is that correct ? 

Mr. Pouan. Yes. 

Mr. Ropsack. You conveyed that information to them in a letter 
dated December 7, 1955, and Major Singer advised you that no new or 
unsolicited bids would be considered ? 

Mr. Potan. That is incorrect. 

Mr. Rozsack. Well, you made such an offer on December 7, 1955. 

Mr. Potan. That was a letter confirming the price that I had ver- 
bally given Mr. Gabel on a previous date. 

Mr. Rozack. Did you not receive a letter from Major Singer say- 
ing, “Unsolicited new or revised proposals submitted after the date 
established herein for the receipt of proposals will not be considered” ? 

Mr. Potan. What was the date established there? 

Mr. Rosack. That was within 20 days after the date of the letter. 

Mr. Potan. Could you give the date of Major Singer’s letter? 

Mr. Ropack. November 7, 1955. 

Mr. Potan. And then the letter that you have there that I sent to 
Mr. Gabel, that is December 7 ¢ 

Mr. Rosack. That is right. 

Mr. Potan. That letter dated December 7, I think, is a letter that 
I gave them at Wright Field concerning my previous understanding 
of the agreement with Mr. Gabel on that price of $20.35. So that date, 
although it might be December 7 on that letter, that is merely con- 
firming a price that I had agreed upon prior to that date. 

Mr. Ho.trterp. But that was a verbal agreement ? 

Mr. Potan. Yes. 

Mr. Hotirretp. And there is a 30-day confirmation, which is 10 
days after the 20-day allowable limit, is it not ? 
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Mr. Potan. This is just merely a written confirmation of the—— 

Mr. Houirtevp. The bids had already been opened at th:s time? 

Mr. Potan. I am sure they had, but the price that I had given 
Mr. Gabel was not in conflict with that letter of November 7 of Major 
Singer’s. I think if you will look at that letter that you will find 
that that was a letter I may have written—I think I signed it right 
there at AMC. I don’t believe that letter was sent out from Hun- 
tington at all. 

Mr. Rosack. So that was the day you made the offer ? 

Mr. Poxan. No, it was not. The day I made the offer was prob- 
ably a month prior to that time. When I signed this ietter on De- 
cember 7, indicating a price of $20.35, I had previously submitted and 
agreed upon that price with Mr. Gabel. I can’t tell you the exact 
time. 

Mr. Hottrtetp. Now, you had a verbal agreement with him on that 
price, or did you submit a document ? 

Mr. Potan. I had a verbal agreement. And this letter of -—— 

Mr. Ho.trrevp. It was a confirmation of a verbal agreement? 

Mr. Potanp. Of the verbal agreement. It was not an agreement 
that was made December 7. 

Mr. Hoxtrrevp. Of course, you understand that a verbal agreement 
in cases of competitive bids, a verbal agreement is not considered as 
a bona fide offer, it is only when it is reduced to writing and signed by 
the proper officers of the corporation that it is considered bona fide. 
Do you know that ? 

Mr. Potan. I didn’t understand that then. 

Mr. Ho.trrevp. I think in ordinary business you would not con- 
sider verbal agreements as being binding upon the person that you 
made the agreement with, and you would probably require that an 
agreement be reduced to writing, would you not? 

Mr. Poran. Well, we would consider a verbal agreement binding, 
but we would naturally want it in writing, because if something 
happened to the principal that made the agreement, there would be 
a record of it. But we certainly considered it binding. 

Mr. Hottrrevp. Of course, you know that the Government cannot 
rely on verbal agreements as to prices on competitive bids; you know 
that that is against their regulations? 

Mr. Potan. Yes, sir. 

Mr. Lipescoms. May I ask, how were the rest of the bids submitted, 
in writing ? 

Mr. Rosack. Mr. Lipscomb, as I understand it, this was a set- 
aside portion, and proposals were solicited from a number of people, 
and the requirements for the solicitation were such that these have 
got to be submitted in writing, validated, and were to be held for a 
certain period of time. 

Mr. Ho.trtevp. Is the chairman in error when he assumed that this 
is—that this was a competitive bid, or is the set aside considered a 
negotiated bid ? 

Colonel Witson. This portion, sir, was a negotiated portion. The 
set-aside portion—the first portion, if you recall—the 50 percent 
which went out to all concerns, was an advertised portion. The set 
aside, the small-business portion, was negotiated; it was competitive, 
but there was no bid open, as such, specified. 
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Mr. Hotrrretp. What is your explanation of the apparent over- 
ride of 10 days here in the submission of a written offer on the part 
of the Polan Co.? 

Colonel Wixson. Sir, I am not certain, but I believe what hap- 
pened was that the quotation came from Mr. Polan on the same day 
on which the letter was sent out saying that 20 days from such and 
such a date there will be no more. 

Mr. Lirscoms. They are a month apart. 

Mr. Rozack. The request for a proposal is dated November 7, and 
that request for proposal says: “We want a signed piece of paper 
within 20 days, and also we don’t want any—that subsequent re- 
visions will not be considered.” 

Well, a revision was considered a month later, according to the 
document. That reconsideration brought this below the price of 
another bidder. 

Mr. Potan. I might add, Mr. Chairman, that other bidder was 
ourselves because, as I understand it, we were the low bidder at 
$20.45. We received a later revision on a packaging item that gave 
us a 10-cent lower cost on that individual item. I phoned Mr. Gabel 
and told him that, reduce the price by 10 cents, and at the time 
I gave him that letter, December 7, I was in his office at that time, 
and just on the spot confirmed in writing what I had just previously 
told him verbally. 

Mr. Hottrretp. Now, Colonel Wilson, was there a bid of $20.38 
from the PJ Co.? 

Colonel Wixson. I do not have the records here, but I believe those 
are the facts. 

Mr. Hottrretp. Did the reduction from $20.45 to $20.35 represent 
a reduction of the primary bid, or was that as the result of an offer 
to discount—to give a certain discount if the bills were paid within 
10 days? 

Colonel Wirson. I think the discount brought Polan to be the 
lowest bidder. 

Mr. Hortrrevp. To $20.35, whereas there was a bid of $20.38 by the 
PJ Co. They would have been the low bidder? 

Colonel Wuson. I believe that is true. I do not have the file here. 

Mrs. Grirrirus. Mr. Chairman, did I understand you to say that 
this bid was on the basis of a discount if the bills were paid 
promptly ? 

Mr. Howtrtetp. I was speaking from memory, and that was my 
memory. 

Mrs. Grirrirus. The Government can’t take titles with such a 
billing. 

Colonel Wirson. Yes; we do. 

Mrs. Grirrirus. You do? 

Colonel Witson. Yes. 

Mrs. Grirrirus. The Air Force? 

Colonel Witson. Yes. 

Mrs. Grirrirus. But you can’t guarantee that you can have the 
bill paid at that time? 

Colonel Wirson. It is up to us to do it. 

Mr. Ropack. Money they have to pay within 10 days. They have 
determined in a number of cases—this is a frequent practice on the 
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part of bidders—they will say, “We reduce our price so much with a 
10-day discount,” and that is considered by the military services as 
to whether it is a low bid or not. 

And now, whether the Air Force can collect on it is a matter of 
whether they have machinery efficient enough to get the collection 
out to the producers within 10 days. 

Mrs. Grirrirus. I think it would be real fascinating to know how 
many times they have missed. 

Mr. Ropack. We have some information on that point. 

Mr. Houirrerp. Are there any further questions of Mr. Polan? I 
would like to get to the Navy witnesses. 

Mr. Rosack. One question. 

Do you recall a telephone conversation participated in by you, 
Mr. Weatherhead, and General Thurman, in which General Thurman 
asked Mr. Weatherhead, in effect, “Do you want to go with this, or 
do you want to drop it?” 

And Mr. Weatherhead said, “We want to drop it.” 

And you said, “I stand with Mr. Weatherhead.” 

Is that your understanding or recollection ? 

Mr. Potan. Well, I remember the conversation. I think it was in 
Cleveland. 

And we told General Thurman that we were—I remember the con- 
versation, it was in Mr. Weatherhead’s office. General Thurman had 
asked us to let him know by 4 o’clock this particular afternoon whether 
we would accept a termination for the convenience of the Government 
at no cost to the Government, or whether we would go ahead and 
attempt to upset their default action. Mr. Weatherhead called him 
and told him that they were accepting the termination at no cost to the 
Government at the Government’s convenience. And I got on the 
phone 

Mr. Houtrtetp. There was a conference call, wasn’t there? 

Mr. Potan. No. I took the phone after Mr. Weatherhead 

Mr. Houtrtetp. You were with Mr. Weatherhead ? 

Mr. Potan. Yes. And I told General Thurman that we would ac- 
cept a no-cost termination. 

Mr. Houirretp. Why did you think that you were entitled to a no- 
cost termination in view of the fact that you had failed to perform? 

Mr. Potan. I didn’t think we had failed to perform, I maintained 
all along that we had performed to the best of our ability, I thought 
that Weatherhead had performed to the best of their ability. And I 
know that if it had not been for the critical emergency that was pre- 
sented to us at that time, that the Government needed the launchers— 
General Thurman stressed that 5 or 10 times during our meeting with 
him—we were also advised that there was going to be an immediate 
reprocurement of this item, that we would be the recommended source, 
so that we could get rid of our inventory on these fairings and the 
other inventories—but we under no condition would have accepted a 
no-cost convenience termination under the basis that I indicated to 
General Thurman, had it not been for the urgent requirement that the 
Air Force had for these additional launchers. 

Mr. Ho.irrmtp. And so you accepted the termination at the con- 
veneers: of the Government, and decided to accept your loss on the 
venture ¢ 
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Mr. Potan. Well, I told General Thurman we would accept the 
convenience termination. I gave him—I gave their legal section a let- 
ter confirming that. The contract section at Wright Field prepared 
a sign-off supplement to the contract that we executed, along with a 
cover letter. Their legal department told us that thev would not ac- 
@pt any covePletter, that we aA off or we didn’t. 

So as it stands right now, if we refuse to sign off, I presume the Gov- 
ernment will default us. 

Mr. Ropsackx. You mentioned that you were threatened with a suit 
by Century. What did you mean by that? 

Mr. Potan. They wrote us and said that the MA-3 launcher was a 
proprietary item, that we had no right to manufacture it, and they 
were putting us on notice that they intended to take legal action 
against us. We sent the letter to Wright Field, or to Columbus, and 
received a letter from them stating that their legal section had gone 
over the letter, and in their opinion they had no basis for action, and 
for us to proceed. 

Mr. Houirtetp. And you are aware, of course, that in December the 
Century was granted a patent on this item as a proprietary item ? 

Mr. Potan. I was not aware of that, I saw some testimony yesterday 
which indicated they had been granted a patent. 

Mr. Houirtevp. So this notification, as I understand it, was sent to 
all the bidders as well as the Air Force on the part of the Century In- 
dustries, and it was to the best of their knowledge a protection of 
what they considered a proprietary item, and it subsequently was 
proven that they were right in that, by the very fact that the Patent 
Office did issue them a patent on it. 

That was not exactly a question. 

Now, if there are no further questions of Mr. Polan—Mr. Polan, 
you were asked to furnish certain letters and information, and you can 
confer with the committee staff later. 

Mr. Mrnsuari. Mr. Chairman. 

Mr. Hourrreip. Mr. Minshall. 

Mr. Minsuatt. I have just one question. This is the only time that 
you had any dealing with the Weatherhead Co. ? 

Mr. Poran. In this instance—I may not have made it very clear, but 
I intended to state previously that I knew no member of the Weather- 
head Co., and we had never had any connection with them, to my 
personal knowledge. 

Mr. MinsHaiu. You own no stock in the Weatherhead Co., you 
have no interlocking directorates, or any connection with them what- 
soever ? 

Mr. Potan. None whatsoever. And I also would like to add that 
our dealings with the Weatherhead Co. were very satisfactory, they 
are an excellent company. 

Mr. Minsuati. Does anyone in the Weatherhead Co. own any stock 
in your organization ? 

Mr. Poian. No, sir. 

Mr. MinsHauti. How long have you been incorporated in West 
Virginia? 

Mr. Powan. For 25 years. 

Mr. Minsuati. How many other Government contracts have you 


had, and what is the total dollar volume of those contracts, just a 
rough estimate? 
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Mr. Potan. Oh, I would say in the past 15 years we have probably 
done about $50 million worth. 

Mr. Minsaut. Is this the first contract that was terminated in this 
manner, or have you always completed other contracts ? 

Mr. Potan. We have always completed our other contracts. 

Mr. Mrnsuatu. That is all, Mr. Chairman. 

Mr. Horirrevp. Mr. Eckhart. 

Mr. Ecxuart. Mr. Polan, I would just like to try to establish a 
couple of facts that have been previously included in testimony, and 
a few that are contained in the files. Subject to the agreement of 
February 22, 1956, between your company and the Weatherhead Co., 
first of all, did you consider that a binding legal agreement at the time 
you placed your signature on it? 

Mr. Potan. Would you please repeat that to me? 

Mr. Ecxuart. This is dated February 22, 1956, the letter to Polan 
Industries, signed by Mr. Hollis, vice president, purporting to be an 
agreement to confirm an agreement with respect to the packaging and 
manufacturing of these launchers. 

Mr. Potan. And then you want to know, did we consider that 

Mr. Ecxnart. Did you consider that a legal and binding agree- 
ment ? 

Mr. Potan. Yes, sir. 

Mr. Ecxuart. Now, is it a fact that on the 25th of June or there- 
abouts you advised someone in the Air Force that the Polan Co. would 
purchase the material and Weatherhead would do the packaging? 

Mr. Potan. Yes. 

Mr. Ecxuart. Is that in advance of the agreement ? 

Mr. Potan. May I see the agreement? You are referring to the 
subsequent agreement ? 

Mr. Ecxuarrt. February 22. I am not aware of what the January 
agreement contained. It is referred to in the letter. 

Mr. Potan. And do you have a letter identical to this which pro- 
vides for the subcontract arrangement 

Mr. Ecxuart. It follows. 

Mr. Potan. Would you repeat your question ? 

Mr. Ecxnart. Did you ever make a statement to any Air Force 
people that Polan Co. would purchase materials and Weatherhead 
would do the packaging? You have already testified that you did 
make such a statement. 

Mr. Potan. I don’t know whether I made a statement to the Air 
Force personnel, but I would have no reason not to make that state- 
ment to them, because we had worked out an agreement whereby the 
direct labor of placing the unit launchers in the packaging material 
that was to be done by our labor in Weatherhead’s Cleveland plant 
was to be done by their labor, and an adjustment of 11 cents in the 
unit packaging price was made, because they were going to perform 
that direct labor for us. 

Mr. Ecxuart. So this agreement here was subsequently amended or 
modified in some respects ? 

Mr. Powan. Yes. 

Mr. Ecxuart. Now, did you advise around March 9 of 1956 any 
Air Force people that you anticipated setting up a production facility 
at your plant within a period of approximately 60 days? 
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Mr. Potan. Yes; we did. 

Mr. Ecxuart. Now, how did you propose to execute the terms of 
that agreement with Weatherhead, which calls for the production 
of 145,000 launchers and setting up a production line in your own 
plant ? 

Is there some way whereby you could avoid that contract or be 
excused from it? 

Mr. Potan. Well, the contract—our contract was for 150,000, and 
that Weatherhead contract was for 145,000. 

Mr. Ecxuart. I understand there is a discrepancy. 

Mr. Poran. There is no discrepancy there, that was intentional, 
the production line we were setting up to perform for was the 5,000 
difference in the contract we gave to Weatherhead and the contract 
we got from the Government. 

Mr. Ecxuart. Was there actually a production line, or was this to 
be a standby production line for future production quantities ? 

Mr. Potan. It was both. It had to be a production line, or we 
could never have made these 5,000 units. 

Mr. Ecxuart. Was this standby production line ever set up com- 
pletely in order to turn out a finished product ? 

Mr. Potan. It was not. 

Mr. Ecxuarr. But did you state to the Air Force that you would 
set it up within 60 days of the early part of March 1956? 

Mr. Potan. We did that. And the line was in the plant, it was 
not installed, because we didn’t want to go to the expense of doing 
that until such time as it was necessary. 

Mr. Ecxuarr. Did you ever indicate to any Air Force personnel, 
to the best of your knowledge, that 85 percent of this contract would 
be subcontracted to Weatherhead ? 

Mr. Potan. No, I have never indicated that to them—I might have 
indicated that that approximately 85 percent of the center section 
only would be, because that would be correct. 

Mr. Ecxuart. According to an Air Force document—I will read 
this to you—the contractor on the— 


2ist of February 1956 advised that if changes were to be made it would 
be necessary to submit proposed changes immediately. However, since the last 
visit made by this branch on April 2 and 3, 1956, it was disclosed that the con- 
tractor anticipates subcontracting 85 percent of the contract to the Weatherhead 
Co., Cleveland, Ohio, this proposal includes final assembly, testing, packaging, 
and shipping direct from Cleveland, Ohio. 

Mr. Potan. I imagine that was a visit by Mr. Geyer, or someone 
from the Columbus suboffice and that statement is incorrect. 

Mr. Ecxnart. This statement is incorrect ? 

Mr. Pouan. Yes. 

Mr. Ecxnart. I am trying to establish whether or not some of this 
material is accurate. 

Mr. Potan. They probably were not aware of the subcontract ar- 
rangement that we had with the Weatherhead part of the contract. 

Mr. Howrrrecp. You can’t ride both horses, you have got to ride 
either one contract or the other, you can’t apply a return subcontract 
from the Weatherhead Co. against your original contract, when com- 
puting the percentage of your original contract, you have got to ride 
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Tween 


one horse or the other; you can’t ride either one if it suits your answers. 
So I would be very careful inmy answers, if I were you. 

Mr. Potan. I am very careful in my answers. 

Mr. Houtrretp. Was the understanding of the Air Force correct, 
that you planned to subcontract approximately 85 percent of your 
original contract to Weatherhead? That is the question. 

Mr. Potan. If I can refer to that agreement, sir, I can give you 
the exact amount that we were going to subcontract to Weatherhead, 
and we can easily establish whether it was 85 percent. 

Mr. Ecxnart. We are trying to determine whether or not you 
made a statement on the date that I indicated that 85 percent of this 
work would be subcontracted to Weatherhead Co., including inspec- 
tion and packaging. 

Mr. Potan. May I see the letter of February 22? 

Mr. Ecxuarrt. Your letter? 

Mr. Potan. No, the agreement with Weatherhead. 

Mr. Ecxuart. Yes, sir. 

(Handing a letter to Mr. Polan.) 

Mr. Potan. Our subcontract agreement, Mr. Chairman, with 
Weatherhead provided for a total dollar amount of $1,900,000. It 
amounted to exactly $12.98 times 149,978. Those figures are approxi- 
mate. 

Mr. Hotirrecp. What was the original contract with the Air Force? 

Mr. Powan. 3,050,000. 

Mr. Hourrresp. 3,050,000 ? 

Mr. Potan. Yes, sir. 

Mr. Ho.irreip. So your subcontract in percentage was as 1,900,000 
is to 3,050,000? 

Mr. Potan. Yes. You would say it would be about 70 percent. 
But if we consider the 600,000 

Mr. Houtrrevp. This is a separate contract which you had, and it 
certainly does not apply against your original contract, does it? 

Mr. Potan. I should certainly think it would. We went to the Air 
Force and we gave them our agreements—you have copies of the 
agreements—we did not do this without prior approval. 

Mr. Hottrretp. Well, I am not saying that you did; I understand 
that you did get approval of it. But I was differing with you on 
your interpretation of the percentage of your original contract which 
you subcontracted. And my point of difference was that you were 
adding to the part which you retained, also another subcontract with 
the Weatherhead Co. for packaging and other services, and then 
applying that against it—and this is subject to a difference of opinion, 
of course—but in my opinion that would not be considered a factor 
in arriving at the percentage of your original contract, which was 
subcontracted. 

Mr. Potan. Well, sir, on the basis of our agreement with Weather- 
head, the total amount of the subcontract with them was 150,000 
times $12.98. Had the revised price of the tubes be taken into effect, 
that is, the price of 13 cents a unit against $1.10, that $1.10 price 
would have decreased our subcontract to Weatherhead in the amount 
of $7 per unit. So our unit subcontracting with Weatherhead in that 
event would have been about $6, it would have been about $900,000 
instead of a 1,900,000. And I think that the inference there is incor- 
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rect that we subcontracted 85 percent of the contract, no matter how 
you look at it, if you disregard the work we got from Weatherhead, 
it could not exceed a million nine 

Mr. Ho utrre.p. I think those were the correct figures. 

Mr. Potan. Those were the correct figures. And whatever the per- 
centage amounts to, that is what should be in the record. 

Mr. Ecxuarr. The point at issue, Mr. Polan, is not your agree- 
ment with the company, with the Weatherhead Co., which, accord- 
ing to your figure, can be reduced to 1,900,000, but whether you ad- 
vised the Air Force subsequently that you would buy the packaging 
material and Weatherhead would package for both companies. That 
would materially alter the provisions of this agreement, and I am 
trying to determine whether or not this statement contained in this 
official Air Office record here is correct. 

Mr. Potan. We advised the Air Force—and I think we later had 
meetings which were attended by Captain Thurman—lI don’t know 
whether Captain Thurman called the meeting or not—but that factor 
was discussed, and it was also discussed about changing the final 
inspection point from Huntington to Cleveland. It seems to me that 
reference was made to the possibility that if we would, rather than 
set up the line to manufacture these 5,000 units, we would change 
that agreement whereby Weatherhead would make the whole 149,000. 

Mr. Rorack. Wasn’t the effectiveness of that agreement conditional 
upon its being deposited with the Air Force? With whom was it 
deposited ¢ 

Mr. Potan. It was deposited with Major Singer and then it later 
again was given to Mr. Gabel, who returned the agreement to us. 

Mr. Rosack. Mr. Gabel and General Thurman testified before this 
committee under oath that they never saw the agreement, or at least 
they weren’t aware of the agreement. 

Mr. Potan. Well, I am sure that 

Mr. Morean. Mr. Polan, do you recall the approximate date of 
this conference with Captain Thurman ? 

Mr. Potan. Some time in the summer of 1956, I would say. 

Mr. Morcan. Would the month of May be approximately that 
time? 

Mr. Pouan. Yes, sir. 

Mr. Morean. Mr. Chairman, I have here a trip report signed by 
Captain Thurman, and the date on the report is May 15 through 
May 18, 1956. And it states the Government contractor’s facilities 
visited and the individuals contacted. Polan Industries, Inc., is listed 
here, Huntington, W. Va., and the name, Mr. E. G. Polan, among 
others, is listed under this. . 

And on the last page of the trip report, Captain Thurman states: 

After a survey of Polan Industries’ facilities and consideration of their prog- 
ress to date, it is believed that Polan Industries will subcontract approximately 
90 percent of their contract to the Weatherhead Co. Polan Industries can 


probably produce satisfactory launchers, should they be forced to this action. 
The timeliness in which this can be done, however, is very questionable. 


Captain Thurman, can you comment on this report, or will you 


identify this report as being a report prepared by you after a visit 
to the Polan Industries facilities ? 
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FURTHER TESTIMONY OF CAPT. C. E. THURMAN, HEADQUARTERS, 
AIR MATERIEL COMMAND 


Captain Tuurman. I am familiar with it. 

If I recall the meeting, I visited Weatherhead first. And the pur- 
pose of my meeting was to see Mr. Polan’s facilities. I might add 
that the subcontracting was based on my estimate. Mr. Polan did 
have the tooling, as has been testified, but production tooling for the 
manufacture of an entire rocket launcher was not set up. And, at 
this time, we had been given indications, as Mr. Polan has testified, 
that at the time he didn’t intend to, unless of course he had to, be- 
eause there was some question still, as Mr. Polan testified, relative to 
5,000 units. 

At that time I must confess I didn’t know exactly what the subcon- 
tract agreement was. At least there was some question in my mind 
as to what the final agreement would be. 

I think Mr. Polan explained it would depend, in the future, on the 
timely qualification of the test samples. That is a reasonable state- 
ment. He talked at great length, I am sure, to Mr. Geyer. I have seen 
the agreement to which the committee has referred. But you will 
bear in mind this was a piece of correspondence between the two 
companies, and it was furnished to me on a copy basis only. 

Now, Mr. Geyer had numerous visits with Mr. Polan personally, 
and I know they did discuss this at great length, but specifically I 
can’t say what was discussed. 

Mr. Ecxnart. There is a statement in there: 

In the event of termination of your basic agreement for the convenience of 
the Government, we— 


meaning the Weatherhead Co.— 


have the right, subject to the approval of the contracting officer, to submit our 
termination claim and compute it in accordance with the provisions of your 
basic agreement directly to the contracting officer. 

Would you explain the significance of that agreement ? 

Mr. Po.an. I don’t attach any significance to it, other than they 
have the right, as it states there, to deal directly with the contracting 
officer on a termination; possibly they may have concluded that it 
would facilitate their procedure and operation to be able to cover 
everything in one agreement if that were effective. 

Mr. Ecxuart. In other words, this could be construed that you 
had subordinated your claim to them, to let them negotiate on your 
behalf with the Air Force? 

Mr. Potan. We subordinated our claim to Weatherhead, or the 
Government ? 

Mr. Ecxuart. Subordinated your claim to Weatherhead so that 
Weatherhead could negotiate with the Air Force on your behalf. 

Mr. Potan. No. That could not be so construed. We had no inten- 
tion of subordinating any claim we had with the Government to 
Weatherhead. 

Mr. Ecxuart. Did you expect that Weatherhead could handle the 
termination arrangement with the Air Force on your behalf? 

Mr. Potan. No. The only reason I can see that they wanted that 
in there was that it would facilitate the conclusion of a termination 
agreement in one operation, rather than to have us conduct termination 
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rocedures and have them do it. I imagine it would be a lot less 

ookwork and paperwork for them to just go ahead and present an 
overall claim. And we agreed to that. 

Mr. Ecxnart. For both companies? 

Mr. Potan. No; for the subcontract portion. 

Mr. Ecxnarr. That is all I have. 

Mr. E. Morean. Mr. Chairman, I have a few questions I would like 
to ask of Colonel Wilson before he departs. 

This document that I hold in my hand is entitled “Minutes, Weapons 
System Phasing Group, May 14, 1956.” 

A meeting was held this date 1000 hours, for the purpose of discussing and 
clarifying problems encountered on contracts AF-33(600)-31898 and AF-— 
33 (600)-31619, rocket launchers, held by Polan Industries and Weatherhead 
Co., respectively. 

Individuals in attendance were as follows: 

And in this list is Col. E. H. Wilson, and ist Lt. Charles E. 
Thurman. 

On the subject of subcontracting— 

Colonel Wilson stated that there was a possible misunderstanding as to what 


work would actually be performed by Polan at their Huntington, W. Va., plant. 
A discussion followed. 


Mr. Weir brought out that there would be some difficulty encountered if the 
packaging was to be done at Weatherhead’s. 

Colonel Wilson, what was the difficulty anticipated if the packaging 
for Polan was to be done at Weatherhead’s? 

Colonel Wizson. I can’t answer that. As I understand it, there 
were some union difficulties of bringing in other people other than 
those who were in the union that was at the Weatherhead plant. And 
this was the point that was raised by Mr. Weir, of which he had full 
knowledge. And he was asked at that time to check this out to see 
exactly what it was that was going to be performed, and by whom. 

Mr. E. Morgan. Further in the minutes, Mr. Chairman: 

Mr. Weir raised the question of whether or not we were going to restrict the 
samples run off the Radiant tooling. 

Colonel Wilson, or Captain Thurman, why would the Air Force 
restrict samples run off the Radiant tooling ? 

Colonel Wiison. The main reason that was raised at the time was 
because the Radiant tooling was for the Aero 6-A. And this was for, 
of course, the MA-3. And there might be some differences. 

Captain THurman. I think, perhaps, I can clarify that. As I 
recall, that concerned the qualification of samples, because the con- 
tracts, I think, state rather clearly that the production samples are 
to be built from the production tooling from which subsequent pro- 
duction models are to be manufactured. The Weatherhead Co., at 
that time, was actively fabricating preproduction samples 

Mr. E. Morean. This does not apply to Weatherhead ; this is refer- 
ring to Polan. 

Captain THurmMan. Let me finish. There was some question at this 
time, if you recall the previous testimony, about consideration to the 
Government, should his test requirements be waived. His contract 
clearly stated that he would test, I think, roughly, 20 samples. Well, 
under the subcontracting agreement, as we understood it, at the par- 
ticular time, should Weatherhead samples have passed, there still 
remained a question to be answered relative to the waiver of Mr. 
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Polan’s preproduction samples, because of the subcontracting 
question. 

However, had 5,000 rocket launchers been built from the Radiant 
tooling, a serious question remained, because actually these units may 
have been identical in appearance to Weatherhead units. We had no 
assurance—I am not an engineer—whether these samples, after hav- 
ing come off a different set of tooling, would be the same as the ones 
which came off another set of tooling. This question was paramount 
in our minds, and for this reason this question was raised. 

Mr. E. Morean. I would like to read another paragraph : 

Mr. Geyer stated that during the month of January Polan was planning to 
buy a certain set of tooling. They went to Chicago and bought the Radiant 
tooling. They later found several deficiencies in the line. 

Now, what deficiencies were found in the Radiant tooling or pro- 
duction line? 

Captain THurman. There, Mr. Morgan, I can’t answer; I would be 
speaking for Mr. Weir, and Mr. Weir, I might add, is from the Cleve- 
Jand area. 

Mr. E. Morgan. Mr. Geyer. 

Captain THurman. I beg your pardon. 

Mr. E. Morgan. Mr. Polan, can you tell us what deficiencies were 
found in the Radiant tooling or in the Radiant line? 

Mr. Potan. I would assume that they were the portions of the 
MA-3 launcher that were not identical to portions of the Navy launch- 
er that the Radiant tooling was set up for, but that would only be 
on the bulkhead and on some of the hardware that would be different 
from the Navy unit. 

Mr. Rosack. Did you know that when you bought it? 

Mr. Poxan. Certainly. Ninety-nine percent of this tooling was 
for the dipping and conveying and assembly of these seven tubes that 
made up the main body of this launcher. The balance of the tooling 
was minute and negligible, and I wouldn’t think it should even be 
considered. 

Mr. E. Morean. The deficiencies here, then, that would show up 
would result from the attempt to apply this tooling to the Air Force 
MA-3 launcher, and do not necessarily reflect any deficiencies in the 
line, as applied to the Aero 6—A;; is that right ? 

Mr. Potan. The deficiencies they were referring to were the lack of 
tooling—primarily, that bulkhead 

Mr. Hotirtetp. We are going to have to stop the questioning at 
this time. 

There are 2 or 3 things that must be taken care of. 

In the first place, is Mr. Sturgis Warner, representative of Weather- 
head, in the room ? 

Mr. Warner. Yes. 

Mr. Hortrrecp. We cannot, of course, invite you to testify at this 
time, but if you desire to testify at a future hearing, arrangements 
can be made, and if there is anything that you wish to bring to the 
attention of the committee on the part of your company, you may do so. 

Mr. Warner. Thank you. I will convey that to Mr. Weatherhead. 

Mr. Hotirrerp. Also, you may confer with the staff to any extent you 
desire. 

Mr. Warner. Thank you. 
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Mr. Houtrrerp. At this time, the Chair wishes to offer a sincere 
apology to Admiral Murphy and the Navy people that are with him. 
It had been our intention to. have about. 30 minutes with Mr. Polan 
and then to place you gentlemen before the committee. Under the 
circumstances—you have been here; you have seen what has hap- 
pened—it has taken us more time to get Mr. Polan’s story than we 
expected. Therefore, if you can come before us in the morning, we 
will promise you now that we will put you on first. 


Admiral Murruy. That is perfectly all right, sir; We will be 
here in the morning. 


Mr. Hoxtrretp. Thank you very much. 

The staff will confer with you, Colonel Wilson, as to certain, mate- 
rial which they desire. v8 . is my opinion that you can be excused. 

Colonel Witson. Thank 
Z Mr. Hottrrevp. I don’t t rink it will be necessary for you to come 
ack. 

The subcommittee will now adjourn, to meet again at 10 o’clock 
tomorrow. 

(Whereupon, at 12:15 p. m., the subcommittee adjourned, to re- 
convene at 10 a. m., Thursday, March 28, 1957.) 

(The following additional information was supplied by the De- 
partment of the ‘Air Force in response to questions asked during the 
hearings of February 11, 12, and March 26, 1957 :) 


DEPARTMENT OF THE ATR FORCE, 
OFFICE OF THE SECRETARY, 
Washington, April 27, 1957. 





Hon. CHet HOvirie.p, 
Chairman, Subcommittee on Military Operations, 
Committee on Government Operations, House of Representatives. 


Deak Mr. CHAIRMAN: Reference is made to the hearings before your sub- 
committee on the subject of Air Force and Navy rocket-launcher procurement 
which were held on March 26 and 27, 1957. The Air Force was requested at the 
foregoing hearings to furnish certain information relating to cost, firing capa- 
bility, MA-—3 fairings, and the Air Materiel Command experience list. The fol- 
lowing information is submitted in response to specific questions raised by your 
subcommittee. 

1. The cost of the entire Air Force procurement of launchers: Enclosure No. 1 
is a list of the service test and production contract procurements by the Air 
Materiel Command along with information submitted by the Air Force Arma- 
ment Center on research and development costs for external rocket launcher 
program. The Air Materiel Command has no way of identifying costs on an 
individual contract other than as supporting costs which are included in the 
overhead cost of the buying activity. As part of the armament center’s data, 
there is a cost breakdown on external rocket launcher tests conducted at AFAC. 

2. Relative costs of the Air Force and Navy rocket launcher attaching devices 
for the HVAR and the Navy 2-point system: In arriving at relative costs of at- 
taching devices for the HV AR rocket it was necessary to consider three series of 
aircraft: F—84, F—-86, and B-57. As the mounting for the rockets were CFE 
and entirely different for each aircraft, an average price was obtained by divid- 
ing the total number of aircraft procured into the total cost of mountings for all 
aircraft. This average resulted in a figure of $1,156.80 per aircraft for HVAR 
mountings and compares to $846.48 for the Aero—14 Navy 2-point suspension 
system. Enclosure No. 2 represents a detailed breakdown of the various HVAR 
mounts. 

3. Documentation regarding the small-lusiness determination for the set-aside 
that was made on the Weatherhead and Polan contracts: Enclosure No. 3 con- 
sists of copies of the coordination and the exchange of correspondence between 
the buying office and the small-business office as it pertained to the set-aside on 
the Weatherhead and Polan contracts. 
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2. Cost breakdown for conducting AFAC project E/WM/21-2 engineering 
evaluation of Mk 16 Mod 0 (Navy) rocket launcher (MA-1) 











Man-hours Amount 

Engineering and shop hours (includes range personnel) 8, 566 a ee 
Engineering and shop labor funds (overhead rate, 20 percent) _. $17,414 
Aircraft maintenance funds | 3, 330 
Fuel and oil funds 1, 500 
Materiel funds 300 
Munitions funds (1,100 2.75-inch Mk 1 Mod 3 rocket, at $41.60) 45, 760 

Total man-hours 8, 6 

Total funds 8, 4 
Flying hours a0 | 
Ground missions 10 


5. Coat breakdown for conductins AF AC project B/WM/141-3 enginecring 
evaluation of the Multitek training launcher 


Man-hours Armount 


Engineering and ahep hours (includes range personnel tus 
Engineering and shop labor funde (overhead rate, 3) percent) oan mw 
+ teaeuds « tanae fron We en 
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4. An explanation of the reason for a reduction of the quantity of rocket 
launchers from 353,600 to 100,000 at the time Century Industries Corp. was so- 
licited by this command: This explanation is attached as Enclosure No. 4. 

5. An explanation of the Air Force procedures used in handling, shipping and 
storing of rockets and of launchers: This explanation is attached as enclosure 
No. 5. 

6. The date on which the Air Force revised its policy for procurement of war 
reserve materiel by adoption of the current concepts of warfare: Information 
regarding this revision is attached as enclosure No. 6. 

7. Air Force commentary on the inaccuracies in the testimony of Mr. Knute 
Peterson, vice president, Radiant Manufacturing Co. and Mr. James K. Knoeble, 
Cincinnati Industrial Finishing Co. given before the Hébert committee on April 
14 and 15, 1955, and on July 20, 1955: Enclosure No. 7 is a copy of a memoran- 
dum written by Mr. John Powell, former buyer of rocket launchers, which per- 
tains to the testimony of Mr. Knoeble, of the Cincinnati Industrial Finishing 
Co. Paragraph 4 of Mr. Powell’s memorandum speaks of a statement that Gen- 
eral Mitchell may have prepared refuting Mr. Knoeble’s testimony. Both Mr. 
Gould and General Mitchell were contacted concerning a commentary, but neither 
eould recall a request that such a document be prepared or such a statement 
written. Mr. Powell could furnish no information regarding such a statement. 

8. Does the Air Force desire a rocket launcher to fire in segments or in ripple? 
The Tactical Air Command has a stated requirement for a “half and all” firing 
eapability, but have agreed to accept the single ripple fire capability of all 19 
rockets to expedite the present planned procurement. The Air Force Armament 
Center considers the single ripple fire of 19 rockets the most desirable combat 
configuration for the LAU-3/A. This is based on test results to date, discussion 
with the pilots who have flown with the equipment, and theoretical dispersion 
studies which indicate that the kill probability falls materially when less than 
the full complement of 19 rockets are fired at a single target. The Air Force 

| Armament Center plans to discuss this problem with TAC along with data pres- 

| ently being compiled to obtain firm requirement for future procurement action. 

| 9. Have the MA-3 fairings now in stockpile been subjected to environmental 
tests? The MA-3 fairings now in stockpile successfully passed the environ- 
mental test at Wyle Laboratories. 

10. Furnish an AMC interpretation of the experience list: The armed services 
procurement regulation provides for award of contracts only to responsible 
sources. It sets forth as one element of responsibility a satisfactory record of 
performance, integrity, judgment, and skills. The AMC experience list is a 
management tool used throughout AMC to provide current information to con- 
tracting personnel relative to the contractor’s past performance. It is intended 
solely to alert procurement personnel to proceed with caution in dealing with 
firms or individuals who, through past actions or deficiencies, have raised some 
question as to one or more of the above factors affecting their responsibility. 
The list is also a valuable management tool in assisting those responsible for 
administering a contract in obtaining timely deliveries. 

11. How is a contractor effected by the experience list? The fact that a firm 
appears on the AMC experience list is not in any way determinative of whether 
or not it will be considered eligible to receive contracts. The list serves merely 
as a convenience to Air Force procurement personnel and assures that they will 
be made aware of certain background data concerning the firm in question which 
will assist them in determining the current responsibility of that firm and 
whether any special steps should be taken prior to award or in the course of 
contract administration to assure that the interests of the Government are ade- 
quately protected. 

12. Is he AMC experience list broken down to indicate the reason a firm or in- 
dividual is on the list? The list is printed quarterly to bring it up-to-date 
and in consonance with interim additions or deletions. It does not contain the 
reasons for listing, which reasons are maintained in the Office of Inspection, 
Directorate of Procurement and Production, Headquarters, Air Materiel Com- 
mand, and firms and/or persons on the list are not listed by category. 

I trust the above information is sufficient for your purposes. 

Sincerely yours, 


WIiLuiAm J. YATEs, 
Colonel, USAF, Assistant Director 
(For and in the absence of JozE W. KELLY, major general, USAF, Di- 
rector, Legislative Liaison). 
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RESEARCH AND DEVELOPMENT COSTS FOR EXTERNAL ROCKET LAUNCHER PROGRAM 


1. The research and development contracts and programs for developing ex- 
ternal rocket launchers for the Air Force which are contained in files under the 
cognizance of AFAC are as follows: 

(a) AF 33(616)-2114, RR 281234, was for development of a 2-inch 19-round 
launcher with Century Engineers. The price was $149,372.91 of which $78,- 
074.40 had been spent as of January 31, 1956. This contract was terminated 
in mid-1956 as a result of cancellation of 2-inch rocket. Final determination of 
cost has not been established by procurement office. 

(b) AF 33 (600)-—23150 and/or AF 33(600)—26580 was for the Mk 16 or MA-1 
launcher with Century Engineers. These launchers must have been purchased 
with AMC service test funds. A search of the project file, Plans and Programs 
Control Office files, and procurement files failed to reveal the P. R.’s and amount 
of funds expended. There are no records at this center other than project files 
which lists above contracts. 

(c) AF 33(600)-22114 and AF 33(616)-—2580, PR 383220, PR 392480, for de- 
velopment of the expendable CARL launcher. The price was $25,000 with an 
overrun of $1,925, for a total of $26,125. 

(d) AF 33(616)-2384, PR 383143, and AF 33(600)-—2383, PR 383143, with the 
Multitek and Pachmayr Cos. for two-tube training launchers. The price was 

2,500 for each contract and resulted in the MA-2 training launcher. 

(e) AF 33(616)-2508, PR 383171, and AF 33(616)-2629, PR 383177, were with 
the Multitek Co. for 55- and 100-round NAKA launchers. The total prices were 
$30,096.46 and $50,000. 

(f) CSO and A (33-616) 54-161 was with the Ordnance Corps for T-190 
rifled tubes to fire 2.75-inch spin stabilized aircraft rockets. This was a joint 
Army, Navy, Air Force effort. The funds provided on above CSO and A was 
$40,000. 

(9g) AF 33(616)-2433, PR 383151, was with the Pachmayr Co. for 2-inch re- 
stricted breech launchers. The original funds programed were $47,719.23 with 
an overrun of $25,000 on PR 286641. After cancellation of 2-inch rocket pro- 
gram, launchers were shipped to NOTS for tests with the 2-inch Gimlet rocket. 

(h) MIPR 33(616)55-117 was with NOTS for research and development and 
19-round launchers. Approximately $16,500 was spent on intervalometer devel- 
opment and $58,400 for Aero 7D launchers for test. Exact costs will not be 
known until procurement closes out the contract. 

(i) AF 33(616)-3001, PR 392463, was with the Multitek Co. for a 13-round 
metal launcher. The price of the contract was $38,083.01. After approximately 
$10,179.13 had been spent on design of the 13-round launcher, the requirement 
was changed to 38-round metal launcher and the Multitek Co. stated that 2 
launchers could be provided for the remaining funds of approximately $27,903.88. 

2. The total research and development funds expended to date as reflected in 
all the files now available at AFAC are $415,098.10 plus costs of MA-—1 launcher 
program. 


Cost BREAKDOWN ON EXTERNAL ROCKET LAUNCHER TESTS CONDUCTED AT AFAC 


1. Cost breakdown for conducting AFAC project EB/WM/126-1 engineering 
evaluation of the cluster adapter rocket launcher (CARL) 





Man-hours Amount 

lined - a _ ———$_$___— | — 
Engineering and shop hours (includes range personnel) ._...-.....-.....-.-- Bee Pelescans eae 
Engineering and shop labor funds (overhead rate, 20 percent) _____ ibeubateae Pe apne So Se $11, 674 
PP EN NOU oa house ic Sahih Ree enadacbenecadadealegkel i 4,773 
IE EIN 2s cow sends dn akin der dbnehaphaneaaRendocnntaatedchdee 2, 150 
Materiel funds_-_.-._...---- eiialietnon a Re. 430 
Munitions funds (770 2.75 inches Mk 1 Mod 3 rockets, at $41.60) 32, 032 

Se I on dient cidos shia aR nino Rang ahd aia we ee cele inhalation 5, 577 wes ae 
RII ce iin. non bakin anatnn neaabinoeaucenan tee Rema ceeds amet. 51, 059 


NE NG hn Cte shi Sc cote anaeeun ceeiiocaeet 
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2. Cost breakdown for conducting AFAC project E/WM/21-2 engineering 
evaluation of Mk 16 Mod 0 (Navy) rocket launeher (MA-1) 











Man-hours Amount 

Engineering and shop hours (includes range personnel) - Ne &, 566 |... 
Engineering and shop labor funds (overhead bosses 20 erent)... ‘ ae $17, 414 
Aircraft maintenance funds_- “ ‘ dats : 3, 330 
Fuel and oil funds_ SR wakemieaost 2 1, 500 
Materiel funds 300 
Munitions funds (1,100 2.75-inch Mk I Mod 3 rocket, at $41.60) sean 45, 760 

Total man-hours | DIS ac uc , 

Total funds_.._- ; 68, 304 
Pepe OE oe | TET iccssssinnedcanntddoane 
CE INE, a5 cic ects dasncst-icaeiade ae ee 10 


8. Cost breakdown for conducting AFAC€ project E/WM/141-3 engineering 
evaluation of the Multitek training launcher 








Man-hours Amount 

Engineering and shop hours (includes range personnel) - = bs I i enitininiats 
Engineering and shop labor funds (overhead rate, 20 percent) __ ae | ; ace $481. 00 
Aircraft maintenance funds... eames nieces inlaeaaalaal in Rahdidieacanabuihankal 888. 00 
eS eR ee ia a cae ees Peder: 400. 00 
Materiel funds_ - ete coe 80. 
Munition funds (284 2.75-inch Mk 1 Mod 3 rocket t, at $41.60) __ 11, 814. 40 

NE IS oi in artcadivccelecnneuncataes saan mamas Wi Sa ccwe 7 

Re Cio inttieciitinccicnctinmsiiacnebncsde nada dee anartadaeh ae eae ale 13, 663. 40 
Flying hours- --- avis eae ain nea am tend badass aetna ae ae tata ere 
EP TOS 5 Sika ccc ctnuddcnacksvnuescneeeaet eee 4 





~ 


evaluation of the Pachmayr rocket training launcher 


4. Cost breakdown for conducting AFAC project E/WM/141-2 engineering 


Engineer and shop hours (includes range personnel). - . aici SR Recetas 

Engineering and shop labor funds (overhead rate 20 percent) - ..___- eeninciaes Nea iach aaa eee $653. 00 
Aircraft maintenance funds ‘ : aie iui 1, 110. 00 
Fuel and oil funds cs ae Oooo eee 500. 00 
Materiel funds. _ _- ee 


‘ 100. 00 
Munitions funds (204 2.75-inch Mk 1 Mod 3 rocket at $41.60) - . -_ | 11, 398. 40 





Total man-hours. -. .--- / od 
PR UN aris niineunwecass : 13, 761. 40 
PE NE io. va mioeacionce wae z Ee 
Ground missions. - -. : ; ial ahaa 


! 


5. Cost breakdown for conducting AFAC project E/WM/141-1 engineering 
evaluation of the WADC rocket training launcher 








Man-hours Amount 
——— = } = “| 
Engineering and shop hours (includes range personnel) ..-..............-..- Fp Usicanancatinkes 
Engineering and shop labor funds (overhead rate 20 pe Bae) a Sed oe eee $4, 569. 00 
Aircraft maintenance funds_...................-.--- iactna iawn woe wideeamanmaaanane | 888. 00 


Fuel and oil funds...........----------- iintets calc acini anni soi Seale aha R ee a pees 490. 00 
Materiel funds aeatawiaeedeat a js | 


eee RG, 00 
Munitions funds (172 2.75-inch Mk 1 Mod 3 rocket at $41.60) 7, 155. 20 


Total man-hours we eaisdcacataioe COT iccsees 
Total funds. ....... ‘ deleteenasiadad Ps cede oa oe ee : 
Flying hours. “ed 
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6. Cost breakdown for conducting AFAC project E/WM/21-3 “Engineering 
evaluation of MA-8 aircraft rocket launcher’—Century Industries 








Man-hours Amount 

Engineering and shop hours (includes range personnel) -____.....-.-.-------- TsMPUE l cistahacevanacintieanen 
Engineering and shop labor funds (overhead rate 20 percent) - -.___.-__------]-------------- $3, 687 
I nc as ee ee ee ee at olandnceutsboswhocaceaun 2, 775 
Fuel and oil funds Speed isu buk ap sek ee Medan Sea tomnanndoeucencebciontedaneteatned 1, 250 
I 6925 Sins 2 i San a ees snmeaeds miele am mereieeeeioman enn eases ee be iinmson ay biianat 250 
Munition funds (581 2.75-inch Mk 1 Mod 3 Rocket at MURINE a deeost'qs sistance ececdiaet i: anions niga eine 24, 169 

I Mosh at aE, 2 lel clea qunduinencs alaeento alah was aembabe maid eames Cg eet a eee ae 

IY riae SE= ocnb in akanwimsan ge earain baie Spa, EET ae PERE a ee keane 32, 131 
oe 5c iano ann ci alters a acraerbcngans oeamape parame ne eigen SE ininctcneneemacnin 
MRI Soc cake audnicucuabeta wal etna beademauaen BO Vedcandudusoaus 


7. Cost breakdown for conducting AFAC project 980DW04, preproduction test 
of the MA-3 weatherhead rocket launcher 





| 
| Man-hours Amount 
Engineering hours..-...-.........-----..- a ae A a ae NE Eisidee ce ccehbioe 
Engineering labor funds. ._- ice ciea eee aeeri eae ain neeatebeenusneseneteme Nicaea eae $5, 053 
Shop hours (includes rauge personnel) rt one en ee eae ae 6, 274 eee a 
Shop labor funds \overhead rate 20 percent) - Bs ckse sss tke baakadGevetetucenseatnewbecee 14, 907 
I i Ns dns baled eel aah dkae dae baad Cadaineion 552 
I ee eon oe eieioaes Re ce 170 
Munition funds (1, 097 2.75-inch Mk 3 Mod 1 rockets, ‘at $41. 60) _- Fo hiskbenktwiete tice deine 45, 552 
Total man-hours. ---_--- iGo IE Se ad eae ae cea nak ate bene 4 
TI 2:4... 1 acces atases somsdaptiasoees madonna aed moana captani aaa is eaiagieanaed aaa aiken 66, 234 
3. ees = Sciin aot aieaet made aa aeeae acen ome WF Concudaescaudae 
NONI IIN igcds Sine ae cle pense seeds smn bs wenidelitohoch eanencbararees nied ieia aaan BOR lie ticceidaden 


ENCLOSURE 2 


Breakdown of the various HVAR mounts 




















| | 
| | Cost per Quantity of | Total costs 
Type aircraft Mounts Cost each aircraft aircraft of mounts 
procured 
; (6 front... $23. 18 i 
ene = 25 Sees arn |} $882.36 2, 112 | $1, 863, 544. 32 
F-84G_____. fe rear STEERS ea |} 1,852.80 3,315 | 4, 484, 532. 00 
B-57....---- pe S pytons.. apenas 6 tied 645. 81 | 5, 166. 48 | 240 | 1, 239, 955. 20 
8 front....... Sreorseas 2 128.00 | 
F-86A,E, Ft. liste 22 seo ly (Se a 3,309 | 2,795, 443. 20 
Total... Pe. aca siti ices ah btn cakabkolle 8,976 | 10,383, 474. 72 
| ' 


1 Individual total costs not obtainable from North American. The figure of $128 is total material costs. 
However, mountings for the F-100 indicate that other costs are approximately 6.6 times the material. 
3 Material. 


Norte.—Average price per airplane: $10,383,474.72+ 8,976=$1,156.80. Navy Aero-14-8 pylons at $105.82 
each= $846.48. 
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ENCLOSURE 3 
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May 14, 1956. 
Subject: Subcontract Agreement Between Polan Industries, Inc. and the 
Weatherhead Co. on MA-3 Rocket Launcher Procurements 
To: Small Business Administration. Attention: Mr. Robert C. Owens, Box 15, 
Wright-Patterson AF Base, Ohio. 


1. It is requested that this command be furnished a policy statement regard- 
ing subcontracting, as it pertains to a set-aside received by a small business 
concern under a joint determination with the Small Business Administration. 

2. The question arises as a result of this office being informed of a subcon- 
tract agreement between Polan Industries, Huntington, W. Va. (small business), 
and the Weatherhead Co., Cleveland, Ohio (large business), on MA-3 rocket 
launcher contracts. 

8. Both companies, mentioned above, have received Air Force contracts for 
this type of equipment. The Weatherhead Co. received an award November 8, 
1955, for 149,829 launchers, at a total price of $3,065,501.34. Polan Industries, 
Inc., received an award December 23, 1955, for 149,829 launchers, at a total 
price of $3,051,720.15. 

4. At the time Polan Industries submitted their bid, they indicated that ap- 
proximately 22 percent of the dollar value of the contract would be subcon- 
tracted. The Columbus Air Procurement District has informed this head- 
quarters that Polan Industries proposed to subcontract from 70 percent to 
80 percent to the Weatherhead Co., retaining only a small percentage for their 
Huntington plant. 

5. In view of the above, it is requested that this headquarters be advised if 


such an arrangement is contrary to policies or concepts of the Small Business 
Administration. 


For the Commander: 
BE. H. WILson, 


Colonel, USAF, Chief, Aeronautical Equipment Direction, Director- 
ate of Procurement and Production. 


SUBCONTRACTING OF A CONTRACT AWARDED AS A RESULT OF JOINT DETERMINATION 


ACTION 
MCPEAM MCP-5 


May 4, 1956 
Mr. Rattenbury/js 
24230/B11/Rm108 
On or about April 17, 1956, Mr. Gable of MCPEAM telephoned this office and 
requested information with respect to subcontracting. Specifically, the ques- 
tion was “Is there any restriction that would prohibit a small business concern 
that had received an Air Force contract as a result of a joint determination 
from subcontracting a major portion of the contract to any subcontractor, es- 
pecially large business?” Mr. Gable was advised by this office that AFPT, 
Section II, does not restrict the subcontracting of a small business concern in 
any way regardless of whether that contractor received the contract as a result 
of joint determination action. 
M. L. JoHNson, 
Herecutive for Small Business, 
Directorate of Procurement and Production. 


SMALL BusSINESS ADMINISTRATION, 
Wright-Patterson Air Force Base, Ohio, May 14, 1955. 
BH. H. Wilson, Colonel, USAF, Chief, Aeronautical Equipment Division, 
MCPEA-M, Directorate of Procurement and Production, Wright-Patterson 
Air Force Base, Ohio. 
Subject: Subcontract Agreement Between Polan Industries, Inc., and the 
Weatherhead Co. on MA-3 Rocket Launcher Procurements. 

Dear Str: Reference is made to your letter dated May 14, 1956, in which you 
outlined a question arising as a result of your office being informed of a sub- 
contract agreement between Poland Industries, Huntington, W. Va. (small busi- 


ness), and the Weatherhead Co., Cleveland, Ohio (large business), on a MA-3 
rocket launcher contract. 


To: 
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This question arose at the time Poland Industries submitted their bid and they 
indicated that approximately 22 percent of the dollar value of the contract would 
be subcontracted. At a later date you were informed Poland Industries pro- 
posed to subcontract 70 to 80 percent to the Weatherhead Co., retaining only a 
small percentage for their Huntington plant. 

The Office of Procurement and Technical Assistance, Small Business Adminis- 
tration, Washington, D. C., has directed me to advise you that the proposed 
subcontracting of 70 to 80 percent by Poland Industries to the Weatherhead Co. 
is not contrary to policies or concepts of the Small Business Administration. 

In accordance with all existing agreements with the Department of Defense, 
and all existing laws, subcontracting as proposed by Polan Industries is not 
precluded and until such time as there is an agreement between the Small Busi- 
ness Administration and the Department of Defense, this Administration cannot 
establish a policy contrary to such existing laws and agreements. 

Very truly yours, 
R. C. Owens, 
Representative in Charge, 
Small Business Administration. 





ENCLOSURE 4 


STATEMENT REGARDING QUANTITIES ON Bip PROPOSALS TO CENTURY ENGINEERS, 
INc., AND CENTURY INDUSTRIES CoRP. 


1. In the initial stage of procurement planning it was not the intention of 
AMC to make a split procurement on a negotiated basis between Century Engi- 
neers, Inc., and Century Industries Corp. However, it was the intention of AMC 
in asking for incremental quantity quotes from Century Engineers, Inc., to de- 
termine production capability and pricing information on an item which the 
AMC had no previous production experience. Subsequent to this proposal it 

yas learned that Century Industries Corp. was by agreement the production 
source for Century Engineers, Inc., and that competition could be obtained by 
requesting a proposal from that company. However, since it was then apparent 
that the full quantity need not be procured sole source from Century Engineers, 
Inc., the Air Forces’ interest could be best served by procuring initially only a 
limited quantity from either source. Attached are copies of the request for pro- 
posal to the Century Engineers, Inc., and Century Indu:ti‘es Corp. 

2. The above decision to limit the initial procurement action to less than the 
total quantity was based upon the following considerations: 

(a) Procurement of a minimum quantity consistent with the urgency of stock- 
piling requirements. 

(b) Procurement of a quantity of sufficient magnitude in order to secure the 
best possible unit price. 

(c) Procurement of necessary technical data and reproduction rights for 
future use. 

(d) Retention of a maximum quantity with which to secure fair and reason- 
able competition through formal advertising. 

3. Documentary evidence of planning by AMC at the time of the initial nego- 
tiations with both Century Engineers, Inc., and Century Industries Corp. in 
January-February 1954 is not available. However, discussions with former 
procurement personnel who handled the negotations revealed the above informa- 
tion to be the tenor of action within the AMC. 








JANUARY 13, 1954. 
CENTURY ENGINEERS, INC., 


Burbank, Calif. 


GENTLEMEN: It is requested that you submit a proposal covering the follow- 
ing items. Your proposal should include both unit and total prices. 
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Item Quan- | Unit Description 
tity 





1 () Each____| Cluster adapt, f/2.75e inches. Rocket, type MA-1, in accordance with your 
drawing No, 101638 and details thereto entitled “ECARL Launcher 
Assembly.” 
2 ay ae Engineering data in accordance with table ITI, t A, enclosed. 
3 1 do._.. | Technical data in accordance with MOCFTT exhibit No. 1-15, enclosed. 
| 


You are requested to furnish quotations on each of the quantities set forth in the alternate bids below: 
Bid A: 100,000 units 
Bid B: 170,000 units 
Bid C: 290,000 units 
Bid D: 353,600 units 


The following terms would be applicable to this procurement : 

Delivery.—Ten each adapter clusters are to be furnished the Wright Air 
Development Center at this installation as preproduction samples, all transporta- 
tion charges prepaid. This quantity is in addition to the quantities specified 
under the alternate bids. It is therefore necessary for your firm to provide 
(a) the best possible delivery you can make on the preproduction samples, predi- 
cated on the date of receipt of a duly executed contract; and (b) the best pos- 
sible delivery you can make on each of the alternate bid quantities, predicated 
on receipt of Government approval of the preproduction samples. It is antici- 
pated that preproduction testing will require from 31 to 45 days. 

F. o. b. point.—Carrier’s equipment, origin, for item 1, items 2 and 3 to be in 
accordance with table III, part A, and MCMTT Exhibit No. 1-15, respectively. 

Inspection and acceptance.—Contractor’s plant (specify exact location) for 
item 1; items 2 and 8 to be in accordance with table III, part A, and MCMTT 
Exhibit No. 1-15, respectively. 

Preservation. packaging, packing, and marking—lIt is requested that you 
describe the methods of preservation and packaging best suited for this equip- 
ment. The equipment shall be domestic packed and identified in accordance with 
AMC Form 163C, enclosed. 

The following forms (copies enclosed) would be made a part of any resulting 
contract: 

1. Standard Form 32. 

2. MCP Form 71-32-—(5) dated March 24, 1953, and addenda 2 thereto, except 
that clause 36, entitled “Renegotiation,” is hereby deleted and the following 
substituted in lieu thereof: 

“36. Renegotiation.—(a) This contract shall be subject to any act of the Con- 
gress, whether heretofore or hereafter enacted and to the extent indicated 
therein, providing for the renegotiation of said contract and shall be deemed to 
contain all the provisions required by any such act without subsequent amend- 
ment of this contract specifically incorporating such provisions. 

“(b) The contractor agrees to insert the provisions of this clause, includ- 
ing this paragraph ‘(})’ in subcontracts as defined in section 103 (G) of the 
Renegotiation Act of 1951 (Public Law 9, 82d Cong.), except any subcontracts of 
a class or tvpe described in section 106 (a) of the Renegotiation Act of 1951. 

“(c) Nothing contained in this clause shall impose any renegotiation obliga- 
tion with respect to this contract or any subcontract hereunder which is not 
imposed by an act of Congress, heretofore or hereafter enacted.” 

3. PARO Forms 9-4, 9-7, and 9—-10C. 

The following conditions must be imposed on this procurement : 

1. Anv contract resulting from your proposal will be assigned a Defense Or- 
der Rating under the provisions of National Production Authority Regulation 
No. 2. Allotments of controlled materials must be obtained by application to 
the appropriate (1) claimant agency or (2) industry division of the National 
Production Authority as set forth in CMP Regulation No. 1. 

2. Within 60 davs after completion of the pronosed contract, you will furnish 
the contracting officer a statement certified by the president, treasurer, or other 
chief financial officer of your firm, showing your aggregate costs of contract 
performance, the aggregate amounts of money received from the Government 
thereunder, and the profit or loss experienced thereon. 

3. If your pronosal is favorably considered, an Air Force survey team may 
contact your facility for the purpose of determining your financial and technical 
abiilty to perform. 
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The following information is also required to be included in your proposal: 

1. Three signed copies of WD Form ‘105A (enclosed). 
2. Statements as to (@) whether or not you will require any Government 
financing (and, if so, of what type) or additional employees (and, if so, ap- 
“x i y erform under any contract resulting from your pro- 
1 ecregate number of employees that your firm 














~~ ¥. 
ste . Subcom@pfcting necessary for this ‘pro- 
curement. A oP 

4, This headquarters mus ; representation as to whether or not (1) 
you have employed or retained any company or person (other than a full-time 
bona fide employee working solely for your firm) to solicit or secure the proposed 
contract, and (2) that you have or have not paid or agreed to pay to any person 
or company any fee, commission, percentage, or brokerage fee, contingent upon 
or resulting from the award of the proposed contract. Further, you must agree 
to furnish information relating thereto as requested by the contracting officer. 

If you make an affirmative representation to either (1) or (2) above, the 
contracting officer may request you to furnish a complete Standard Form 119 
(December 1952 edition) entitled “Contractor’s Statement of Contingent or 
Other Fees for Soliciting or Securing Contract.” If you have previously fur- 
nished said form, you need only to state when the form was finished, with what 
invitation for bids or request for proposal, and certify that said form would 
be applicable to this procurement. 

5. Your proposal should contain a specific statement of acceptance of the 
terms and conditions outlined herein. Your proposal should be submitted in 
triplicate (all copies signed) direct to this headquarters, attention Mr. John C. 
Powell, MCPPLR6. At the same time one complete carbon copy of your proposal 
must be forwarded to the Los Angeles Air Procurement District, Post Office Box: 
2642, Terminal Annex, 155 West Washington Boulevard, Los Angeles 54, Calif. 
It is requested that this headquarters may have your proposal within 20 days. 


| Sincerely, 
JAMES FE. DAVOLI, 
Colonel, USAF, 
Chief, Electronics Branch, Procurement Division. 
‘ Gietamante ne tn f{o\ w 4 - AY nat whit wi L re niTre 
e. obvevemen' t us Lc Whe VNEL Ui now You Ve oo. i ALi t 
a cs : = sr ” a | —-F \ 
Government financing (and, if so, of what type) 
ese f ° ¢ . amsaiionien al Lo Vn 
or edditional employe vand, if so, eanproximately 
how many) to rverform under any contract resultinz 
from your rroposal, end (b) whether or not the aggre- 
rate number of employees that your firm and its 
affiliates employ exceeds 500. 


4. An estimate of the percentage of subcontracting 
necessary for this procurement. 
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FEBRUARY 26, 1954. 
CENTURY INDUSTRIES, INC., 
1600 Wilmington-San Pedro Road, 
San Pedro, Calif., 
(Attention Mr. I. L. Babbitt.) 


GENTLEMEN: It is requested that you submit a proposal covering the follow- 
ing items. Your proposal should include both unit and total prices. 








Item | Quantity Unit Description 











1 «) Each____....._| Cluster adapter, f/2.75-inch rocket, type MA-1, in accordance with 
Century Enzineers, Inc., drawing No. 101638 and details thereto 
entitled “ECARL Launcher Assembly.” 

2 DR cs cee uie ..| Engineering data in accordance with table IIT, part A, enclosed. 

3 1 |__...do___......| Technical data in accordance with MCMTT Exhibit No. 1-15, en- 

| | closed. 

! 





1 You are requested to furnish quotations on each of the quantities set forth in the alternate bids below: 


Units 
I eh isd on ad 5 ee nok mia bnags vicsots sd Svea ee aaa lenis oe tit 50, 000 
NU ods aad aia a cashiS ccehpcanalaboade aliasing timisancnciee aba aaedi oma toloon ak asa ahah iced a cackseniekeheeinsa aenaipalinl aed ale 100, 000 


The following terms would be applicable to this procurement : 

Delivery.—Ten each adapter clusters are to be furnished the Wright Air 
Development Center at this installation as preproduction samples, all trans- 
portation changes prepaid. This quantity is in addition to the quantities speci- 
fied under the alternate bids. It is therefore necessary for your firm to provide 
(a) the best possible delivery you can make on the preproduction samples, 
predicated on the date of receipt of a duly executed contract; and (b) the best 
possible delivery you can make on each of the alternate bid quantities, predi- 
eated on receipt of Government approval of the preproduction samples. It is 
anticipated that preproduction testing will require from 31 to 45 days. 

F. O. B. point.—Carrier’s equipment, origin, for item 1; items 2 and 8 to be in 
accordance with table III, part A, said MCMIT exhibit No. 1 to 15, respectively. 

Inspection and acceptance.—Contractor’s plant (specify exact location) for 
item 1; items 2 and 3 to be in accordance with table III, part A, and MCMIT 
exhibit No. 1 to 15, respectively. 

Preservation, packaging, packing, and marketing.—It is requested that you 
describe the methods of preservation and packaging best suited for this equip- 
ment. The equipment shall be domestic packed and identified in accordance 
with AMC Form 163C, enclosed. 

The following forms (copies enclosed) would be made a part of any resulting 
contract : 

1. Standard Form 32. 

2. MCP Form 71-32-—(5), dated March 24, 1953, and addenda 2 thereto, except 
that clause 36, entitled “Negotiation,” is hereby deleted and the following sub- 
stituted in lieu thereof: 

“36. Renegotiation.—(a) This contract shall be subject to any act of the 
Congress, whether heretofore or hereafter enacted and to the extent indicated 
therein, providing for the renegotiation of said contract and shall be deemed to 
contain all the provisions required by any such act without subsequent amend- 
ment of this contract specifically incorporating such provisions. 

“(b) The contractor agrees to insert the provisions of this clause, incluaing 
this paragraph (0) in subcontracts as defined in section 103 (O) of the Re 
negotiation Act of 1951 (Public Law 9, 82d Cong.) except any subcontracts 
of a class or type described in section 106 (A) of the Renegotiation Act of 
1951. 

“(e) Nothing contained in this clause shall impose any renegotiation obliga- 
tion with respect to this contract, or any subcontract hereunder which is not 
imposed by an act of Congress, heretofore or hereafter enacted.” 

3. PARO Forms 74, 9-7, and 9-10C. 

The following conditions must be imposed on this procurement : 

1. Any contract resulting from your proposal will be assigned a defense 
order rating under the provisions of National Production Authority Regulation 
No. 2. Allotments of controlled materials must be obtained by application to 
the appropriate (1) claimant agency or (2) industry division of the National 
Production Authority as set forth in CMP Regulation No. 1. 
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2. Within 60 days after completion of the proposed contract, you will furnish 
the contracting officer a statement, certified by the president, treasurer, or 
other chief financial officer of your firm, showing your aggregate costs of con- 
tract performance, the aggregate amounts of money received from the Gov- 
ernment thereunder, and the profit or loss experienced thereon. 

3. If your proposal is favorably considered, an Air Force survey team may 
contact your facility for the purpose of determining your financial and techni- 
cal ability to perform. 

The following information is also required to be included in your proposal: 

1. Three signed copies of DD Form 633 (enclosed) for each of the alternate 
bids. 

2. Statements as to (a@) whether or not you will require any Government 
financing (and if so, of what type) or additional employees (and if so, ap- 
proximately how many) to perform under any contract resulting from your 
proposal, and (b) whether or not the aggregate number of employees that your 
firm and its affiliates employ exceeds 500. 

3. An estimate of the percentage of subcontracting necessary for this pro- 
curement. 

4. This headquarters must have your representation as to whether or not (1) 
you have employed or retained any company or person (other than a full-time 
bona fide employee working solely for your firm) to solicit or secure the proposed 
contract, and (2) that you have or have not paid or agreed to pay to any person 
or company any fee, commission, percentage or brokerage fee, contingent upon 
or resulting from the award of the proposed contract. Further, you must agree 
to furnish information relating thereto as requested by the contracting officer. 

If you make an affirmative representation to either (1) or (2) above, the 
contracting officer may request you to furnish a complete Standard Form 119 
(Dec. 52 Ed.) entitled “Contractor’s Statement of Contingent or Other Fees for 
Soliciting or Securing Contract.” If you have previously furnished said form, 
you need only to state when the form was furnished, with what invitation for 
bids or request for proposal, and certify that said form would be applicable to 
this-procurement. 

Your proposal should contain a specific statement of acceptance of the terms 
and conditions outlined herein. Your proposal should be submitted in triplicate 
(all copies signed) direct to this Headquarters, attention: Mr. John C. Powell, 
MCPPLR6. At the same time one complete carbon copy of your proposal must 
be forwarded to the Los Angeles Air Procurement District, P. O. Box 2642, 
Terminal Annex, 155 West Washington Boulevard, Los Angeles 54, Calif. It 
is requested that this headquarters may have your proposal within 20 days. 

Sincerely, 
Rosert Beck, 
Chief, Accessories Unit, Armament Section, Electronics Branch, Pro- 
curement Division, 
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ENCLOSURE 5 


STATEMENT ON AIR Force PROCEDURES FOR HANDLING, SHIPPING, AND STORING 
HEAT Rockets AND LAUNCHERS 


Currently the Air Force has the 2.75-inch HEAT rockets and the MA-3 launch- 
ers packed in separate containers. These separate containers are maintained 
in stock in this condition and the rockets are not inserted into the launchers 
until just prior to staging the mission. The MA-3 launcher was not designed 
to possess characteristics which allow its use as a storage or shipping container, 
consequently this type procedure must be followed. Normal ammuntion safety 
procedures must be adhered to in shipping and storing the rockets and the 
explosive squibs for the MA-3 launchers. However, the MA-3 launchers them- 
selves are inert property and it is not necessary to follow special ammunition 
safety procedures but only to follow normal practices required for good han- 
dling and storage of material. 

With the introduction of the LAU-3/A launcher into the Air Force system, 
we will then possess a capability of utilizing the rocket launcher as a storage 
and shipping container. Currently, we have distributed througout the world 
quantities of the 2.75-inch HEAT rocket, thus, it is not practical to insert 
rockets into the launchers in the Zone of Interior and ship them overseas as 
a combined package. We do contemplate using the launcher as a “ready” 
storage container for the rockets at the operating airbase overseas. This will 
then allow sufficient rockets and launchers to be in a “ready” state for im- 
mediate loading on aircraft to arm the first sorties required to be flown. How- 
ever, since our present containers for rocket heads and motors provide the best 
possible long-term storage features for expected Air Force storage environments 
we intend to retain the majority of our rockets in this long-term type of 
package. The procedures necessary in accomplishing this task are now being 
studied by the Ogden Air Materiel Area, Hill Air Force Base, Utah, which is our 
prime control point for Air Force ammunition. We expect to firm up these pro- 
cedures and to have instructions issued to the field organizations prior to the 
availability of the LAU-3/A launcher. 


ENCLOSURE 6 


STATEMENT REGARDING AIR ForcE REVISION OF ITS POLICIES FOR PROCUREMENT OF 
WaAR RESERVE MATERIEL 


During the fall of 1955 the Air Force reached a decision to adopt a new con- 
cept of warfare. As a result of this new concept it was necessary to develop 
new guidance on the method of procuring war reserve materiel and adjusting 
the existing procurements to conform to this new guidance. Headquarters 
USAF by letter dated November 28, 1955, subject: “Revised Mobilization Re- 
serve Materiel Policy and Guidance” (file AFMLP-M), issued instructions to 
the Air Materiel Command regarding methods and considerations to be afforded 
in revising procurements. No basic changes have since occurred in the policy 
and methods announced in this letter, although furher refinements and detailed 
implementations have been subsequently issued by Headquarters USAF. 


ENCLOSURE 7 
Contract AF 33(600)—28547, CENTURY INDUSTRIES CoRP. 


Mr. Ted Rosenberg (DCS/M, Hq USAF) called at about 1600 hours, April 18, 
1955, and asked if the buyer was aware of Mr. James Knoebel’s statement to 
the House Armed Services Committee that the buyer advised that the Pentagon 
had directed award of 100,000 type MA-3 airborne rocket launchers to Century 
Industries Corp. Mr. Rosenberg also inquired about Mr. Knoebel’s reference to 
a regulation dated October 15, 1955, permitting award of contracts without 
competition. 

The buyer replied that no such statement had been made, and that the regula- 
tion of October 15, 1954, probably referred to ASPR 2-408.1, pertaining to dis- 
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closure of information to unsuccessful bidders under negotiated procurements. 
This paragraph had been actually changed to revision No. 33 dated September 
10, 1954, but a second change was made elsewhere on the same page by revision 
No. 35 dated October 15, 1954. It was this edition which was shown to Mr. 
Knoebel in the meeting of November 30, 1954. 

Mr. Rosenberg said that he would call back the next morning to obtain the 
numbers of the regulations’ under which the buyer refused to divulge the award 
of contract AF 33(600)-—28547 to Cincinnati Industrial Finishing Co. 

Mr. Rosenberg called at 1000 hours, April 19, 1955, and read Mr. Knoebel’s 
testimony verbatim from the transcript. The buyer reiterated his denial of the 
previous day. Mr. Rosenberg then passed along Maj. Labre Garcia’s (SAFLL) 
recommendation that General Mitchell obtain a copy of the transcript and 
prepare a written statement to refute such testimony. This was relayed to Mr. 
Walter Gould, MCPE. 

At 1250 hours, April 19, 1955, Mr. Jonathon Silverstone, Air Force counsel, 
ealled the buyer to further discuss the above points. The dates of the amend- 
ments to the nomenclature of PR 144523 and to ASPR 2-408.1 and their intent 
were discussed at length. 

JOHN C. POWELL, Buyer. 

Aprit 19, 1955. 


DEPARTMENT OF THE AIR FORCE, 
OFFICE OF THE SECRETARY, 
Washington, May 29, 1957. 
Hon. CHET HOLIFIELD, 
Chairman, Subcommittee on Military Operations, 
Committee on Government Operations, 
House of Representatives. 


DeaR Mr. CHAIRMAN: Reference is made to the request of Mr. Earl Morgan, 
of your subcommittee staff, for additional information on Air Force and Navy 
rocket-launcher procurement. Appropriate reference is made to the page num- 
ber and transcript volume number to enable your subcommittee to insert the 
requested information in the transcript. 

(a) Reference page 124, volume No. 2, the requested information on the 
optimum fire density of the 7- versus the 19-round launchers is classified con- 
fidential; therefore, in accordance with your request, the data is not furnished. 

(b) Reference page 170, volume No. 2, attached are copies of ASPR, section 
3-108 and AFPI, section 3-108, titled, “Negotiation of Initial Production Con- 
tracts for Technical or Specialized Military Supplies,” which sets forth the Air 
Force policy on awarding first production contracts on sole source basis to a 
firm which develops an item. 

(c) Reference page 175, volume No. 2, the Air Materiel Command reported 
that the “facility capability report dated December 7, 1955, on Polan Industries 
did not refer to the loan from Small Business Administration (SBA).” 

(d) Reference page 273, volume No. 3, attached is copy of a memorandum 
from the Assistant Secretary of Defense (Supply and Logistics) to the Assistant 
Secretary of the Army (Logistics and R. and D.), subject, “Interpretation of 
ASPR 9-112,” dated July 13, 1955. This memorandum sets forth the DOD 
opinion referred to on page 273. 

(e) Reference page 310, volume No. 3, attached is copy of AFPI, section 
53-101, titled, “Maintenance of the Mobilization Base,” which sets forth the 
current Air Force policy regarding secondary sources for purposes of mobili- 
zation. 

I trust the above information is sufficient for your purposes. 

Sincerely, 
JoE W. KELLY, 
Major General, USAF, Director, Legislative Liaison. 
JoE W. KELLy, 
Major General, USAF, 
Director, Legislative Liaison. 


1DOI 70-75, app. 3, par. 4b (in effect November 1, 1949 to December 1, 1954) AFPI 
70-5B, par. 5.8b (in effect March 5, 1952, to December 1, 1954). AFM 70-6, par. 3 
(in effect April 12, 1952, to December 1, 1954). ane na 
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{Armed Services Procurement Regulation Revised March 26, 1957] 


3-108 
ized Military Supplies. 


(a) The production of important new technical or specialized military sup- 
plies—tanks, radar, guided missiles, aircraft, rockets, and equipment of similar 


Negotiation of Initial Production Contracts for Technical or Special- 





complexity—generally involves development, evaluation, and initial production 
phases. Contracting officers shall avoid, wherever practicable, awarding initial 
production contracts for supplies until completion of the development and eval- 
uation phases. At the time of placing the initial production contract, it is 
essential that the Government be completely free to select the contractor as 
the best interests of the Government may dictate. In the placement and admin- 
istration of research or development contracts, Do commitments shall be made 
to contractors with respect to obtaining subsequent production contracts. 

(b) In connection with the foregoing it may be in the best interest of the 
Government that the initial production contract for technical and specialized 
supplies be placed with the contractor responsible for the development of the 
design for such supplies. Accordingly, it is essential that, in placing such 


initial production contracts, an analysis be made of the importance to be attached 
to the following considerations: 


USE OF NEGOTIATION 


(i) Extensive preliminary research and development work which can be 
put to most effective use in production by the research and development 
contractor for any of the following reasons: 

a. A need for adaptation of the newly developed equipments for quantity 
manufacture, and for introduction of advanced production methods, together 
with a significant interrelationship between the design engineering and pro- 
duction engineering, which will yield best results from the standpoint of 
performance, reliability, and producibility ; 

b. The substantial time and money which would be required for another 
contractor to indoctrinate and train his engineering staff in the specialized 
techniques or novel design concepts which have been employed, thereby 
adding to production lead time. 

(ii) Continuing improvement of the equipment, concurrent with produc- 
tion, which can be most effectively accomplished by a single contractor 
because of the advantages of unified responsibility and close coordination 
of improved design features with production processes and equipment. 

(iii) Substantial time and effort which have been already expended by 
the development contractor in developing a prototype. 

(c) Where it is in the Government’s interest to award the initial production 
contract to the development contractor, price alone should not be allowed to 
dictate an award elsewhere unless a fair and reasonable price cannot be negoti- 
ated with the development contractor or unless the price advantage in award 
to another supplier is so substantial as to outweigh the other factors involved. 
This paragraph 3-108 is not to be construed to require or to prevent competitive 
pricing. Initial production contracts shall not be awarded to development 
contractors who do not have fully adequate and available financial, technical 
and production resources. 

(d) To the extent practicable, the initial production contract should also 
provide for the furnishing of an initial supply of special testing equipment, 
special tools, demonstration sets, and manuals required for operation, mainte- 
nance and training. 

(e) Contracts negotiated pursuant to subparagraph (b) shall normally cite 
section 2 (c) (14) of the Armed Services Procurement Act (see ASPR 3-214) 
or, Where more appropriate, section 2 (c) (16) (see ASPR 3-216). 


[Air Force Procurement Instruction Revised March 29, 1957] 
3-108 Negotiation of Initial Production Contracts for Technical or Special- 
ized Military Supplies. 
(a) The policy set forth in ASPR 3-108(a) and this paragraph is applicable 
to the production of: (1) important new technical or specialized military supplies 
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such as tanks, radar, guided missiles, aircraft, rockets, and equipment of similar 
complexity which generally involve development, evaluation, and initial produc- 
tion phases, (2) major components of such equipment as the foregoing, (3) items 
of a technical or specialized nature necessary for the use, maintenance, or opera- 
tion of such equipment as the above. 

(b) Recognition of industry-financed research and development is vital to 
increased participation by industry in this field. Therefore, the policy set forth 
in ASPR 3-108 is applicable to a concern which is responsible for the develop- 
ment of the design of the technical or specialized supplies, even though the 
concern did so without a Government contract. 

(c) The analysis required by ASPR 3-108 (b) will be accomplished by the 
contracting officer, and in addition to being made a part of the contract file, 
will be used as justification for the determination and findings required by sub- 
paragraph (e) below. In making the analysis, the contracting officer will give 
due consideration to the factors set forth in ASPR 3-108 (b) to determine 
whether it is proper to negotiate only with the developer. Where such factors 
are not controlling, procurement will be effected either by formal advertising 
or by competitive negotiation where justified by one of the circumstances 
authorizing negotiation set forth in ASPR Section III, Part 2. In either 
instance, the developer will be included among the sources solicited. 

(d) No implementation. 

(e) Prior to negotiation pursuant to ASPR 3-108, the Secretarial determina- 
tion and finding required by AFPI Section III, Part 3 will be obtained. 


ASSISTANT SECRETARY OF DEFENSE, 
Washington 25, D. C., July 13, 1955. 

To: Supply and Logistics. 
Memorandum for the Assistant Secretary of the Army (Logistics and R. and D.) 
Subject: Interpretation of ASPR 9-112 

Reference is made to your memorandum dated April 28, 1955, subject as above, 
requesting the opinion of this office concerning the interpretation by the Depart- 
ment of the Army of the contract clause of ASPR 9-112. The clause is as 
follows: 

“REPRODUCTION AND USE OF TECHNICAL DATA 


“The contractor agrees to and does hereby grant to the Government, to the full 
extent of the contractor’s right to do so without payment of compensation to 
others, the right to reproduce, use, and disclose for governmental purposes 
(including the right to give to foreign governments for their use as the national 
interest of the United States may demand) all or any part of the reports, draw- 
ings, blueprints, data, and technical information specified to be delivered by the 
contractor to the Government under this contract; provided, however, that 
nothing contained in this paragraph shall be deemed, directly or by implication, 
to grant any license under any patent now or hereafter issued or to grant any 
right to reproduce anything else called for by this contract.” 

-aragraph 2 of your memorandum reads as follows: 

“2. The position of this Department was established by opinion of the Judge 
Advocate General on October 24, 1952. 

“(a) In that opinion the following question was considered: 

“In an R. and D. contract containing ASPR 9—107.1 certain drawings are 
furnished the Government by the contractor in accordance with a provision of 
the contract calling for them. Does the Government have the right to disclose 
these drawings to other potential contractors for the purpose of soliciting pro- 
posals and, possibly, supplying the items covered thereby, or more nearly accu- 
rate, does such a contractor have the right to prohibit the Government from 
making such use of the drawings.’ 

“(b) The following opinion was expressed : 

“Tt is believed that any right that such a contractor may have to prohibit 
disclosure must have its origin in a restrictive clause of the contract under 
which the drawings were furnished. Accordingly, it is the view of this office 
that under the above circumstances the Government may disclose the drawings 
to other potential contractors for the purposes stated.’ ” 

This office concurs with the conclusion of the Judge Advocate General of the 
Army. The following discussion is set forth to explain the reasons for our 
concurrence. 
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The Government has, in the absence of any contractual provision to the con- 
trary, the right to the unhampered use of any material which it purchases. 
For instance, the Government has what might be called a plenary common-law 
right to reproduce or to have others reproduce for it anything which it buys, 
unless the vendor sells the article with restrictions on its subsequent use or 
unless the vendor is protected by the patent law. And even if the article pur- 
chased is patented, the Government, of course, cannot be enjoined from repro- 
ducing a product or having others reproduce the product for it because of 
adversely held patents, by virtue of the act of June 25, 1910, as amended (28 
U. 8. C. 1468). 

The question posed by your memorandum is whether the Government in 
agreeing to the contract clause of ASPR 9-112, and more particularly the last 
13 words thereof, has in any way derogated from these plenary rights. The 
Government could, of course, contract to obtain information, drawings, data, 
and end products upon any conditions acceptable to it and the vendor. The 
narrower question thus is whether the last 13 words, as italicized below, of the 
last sentence of ASPR 9-112, reading “nothing contained in this paragraph shall 
be deemed * * * to grant any right to reproduce anything else called for by 
this contract” constitute such an agreement to limit the Government’s plenary 
rights. 

Careful analysis of the words quoted above requires that the question be 
answered in the negative. Such analysis indicates that the italicized words 
merely recite that the Government agrees that this particular clause is not a 
vehicle for a transfer to the Government of rights to reproduce the “end prod- 
uct” specified in the contract. If the end product called for by the contract is a 
report, drawing, blueprint, datum, or technical information, the problem dis- 
cussed in this memorandum cannot arise, since the right to use such materials 
is specifically granted by ASPR 9-112. The problem arises only in cases where 
the end product is “hardware” in the nature of a prototype. It is to be noted 
that the language does not recite any undertaking by the Government not to 
reproduce “anything else” called for by the contract, nor is it an agreement 
that the Government does not have the right to reproduce “anything else’”— 
but only that “this paragraph” does not grant the right. There is no derogation 
from the plenary rights of the Government. Those rights remain unaffected by 
the italicized language. 

This analysis of the words in question is supported by several considerations. 
One consideration is that almost every research and development contract un- 
dertaken by the Government contemplates eventual procurement in quantity 
of the article which is the subject of research and development. If the itali- 
cized 13 words could be understood as an agreement on the part of the Gov- 
ernment not to reproduce the end product itself and not to contract with 
another for such reproduction, then the research and development which had 
been undertaken would prove to be very largely sterile. 

If it should be argued that the italicized language is meant to restrict future 
Government procurement of the end item to the original research and deveolp- 
ment contractor only, such an argument is refuted by the history and nature 
of Government procurement. For example, the Armed Services Procurement 
Act of 1947 states that it is the policy of the Government to procure from that 
responsible bidder whose bid will be more advantageous to the Government, 
price and other factors considered. Any interpretation of the disputed 13 
words contrary to this established principle of Government contracting must be 
rejected unless it can be shown unequivocally that by those words the Govern- 
ment and the contractor intended to reverse this principle which has existed 
from the earliest days of Government procurement. It is believed that such 
a showing has not and cannot be made. 

Department of Defense Directive 4105.10, issued March 17, 1955, states, “It 
is also the policy of the Department of Defense, in the placement and adminis- 
tration of research and development contracts, that no commitments shall be 
made to contractors with respect to obtaining subsequent production contracts. 
It is essential, at the time of placing the initial production contract, that the 
Government be completely free to select the contractor as the best interests of 
the Government may then indicate.” That directive also states that “It is 
very frequently in the best interests of the Government that the initial produc- 
tion contract for such technical and specialized supplies be placed with the 
contractor responsible for the development of the design,” and direets that the 


consideration should be given to placing the initial production contract with 
the contractor. 
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Another consideration supporting the Department of Defense construction of 
the 13 words in dispute is found in their genesis. The clause corresponding to 
ASPR 9-112 in effect prior to November 1, 1947 (par. 335.1 (4) of War Depart- 
ment Procurement Regulations), did not contain these words. The Manufac- 
turers Aircraft Association, which participated in a general revision of the 
War and Navy Department Procurement Regulations following World War II, 
offered the following amendment at a meeting with War and Navy Depart- 
ment representatives on December 11, 1946: 

“* * * nrovided, however, That nothing contained in this sentence shall be 
deemed to grant a license under any patent now or hereafter issued or imply 
any right to reproduce anything else called for by this contract.” [Italic 
denotes addition suggested. ] 

The suggested addition was published for the first time on November 1, 
1947, in the Department of the Army Procurement Regulation, which subse- 
quently became known as the Joint Army-Air Force Procurement Regulations. 
Subsequently, the expression was revised to the present wording of “or to grant 
any right to reproduce anything else called for by this contract.” 

The patent advisory committee of the Manufacturers Aircraft Association, 
in summarizing the conference of December 11, 1946, commented on their pro- 
posed change as follows: 

“The committee believes that the only changes needed in this type article are 
those which will modify the granting of reproduction rights to the extent of the 
contractor’s right to do so, and phraseology to assure that no interpretation 
beyond the parties’ intent is possible. This was discussed at the last joint 
meeting between Government and industry representatives in Washington, and 
it was our understanding that these slight changes would be satisfactory to 
the Government in all probability.” 

The construction placed on the words by the Manufacturers Aircraft Asso- 
ciation is not too clear, but plainly they did not contend that these words re- 
stricted the Government. Apparently the MAA sought to negate any implication 
of warranty by the contractor of a right to reproduce. The War and Navy 
Department representatives acecpted the proposed change for the reason that, 
according to two of the Government representatives who were present and 
whom we have subsequently consulted, the Government representatives saw 
nothing in the proposed addition which denied the Government any right that 
it would have to use the drawings to reproduce the end product. The added 
words were accepted as an unimportant concession in negotiation, being re- 
garded substantially as a recitation of an existing fact. 

In view of the foregoing consideration, this office unhesitatingly reaches the 
conclusion that the contractor does not have the right under the contract clause 
of ASPR 9-112 to prohibit the Government from making any use it desires of 
drawings, other technical data, or “anything else called for’ by the contract. 
This opinion has been coordinated with the Office of General Counsel, OSD. 


TPS Pree. 
{Air Foree Procurement Instruction, Rev. 7 Sep 1956] 
Section LIII. Contracts—GENERAL 
PART 1—MISCELLANEOUS REQUIREMENTS 


% 53-101 Maintenance of the Mobilization Base. 

%53-101.1 Applicability of Paragraph. This paragraph applies to the Di- 
rectorate of Procurement and Production, Hq AMC, and to AMC field procure- 
ment activities in the placement of development and/or production contracts. 

53—101.2—Policy. ‘The policy is to establish and maintain a production struc- 
ture capable of orderly and rapid acceleration to mobilization production rates 
of AF equipment. This will be accomplished by— 

(a) Integration of current procurement programs with planned mobilization 
sources. 

(b) Retention of qualified production sources including critical subcon- 
tractors. 

(c) Planned orderly retention of industrial facilities becoming idle due to 
completion and/or phaseout of current procurement contracts. 

% 53-1013 General. 

(a) Buying divisions will integrate current procurement with the planned 
industrial mobilization producers to the greatest possible extent with the ob- 
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jective of supporting the mobilization base within the authorities and funds 
available. 

(b) Data assembled on essential mobilization suppliers by the Industrial 
Resources Division, Directorate of Procurement and Production, Hq AMC, will 
be used in planning current procurement. The policy of using contractors and 
facilities essential to the mobilization base is considered to be in the best in- 
terest of the Government. Suppliers that are deemed to be part of the mobili- 
zation base normally will be invited to participate in appropriate current pro- 
curement. 

(c) In accomplishing subparagraphs (a) and (b) above every effort will be 
made, as capacity of planned producers becomes idle through reduction of 
existing programs, to utilize them by such means as subcontractors or for 
maintenance or modification of the same or related end items where practicable. 

(d) Upon expiration of current procurement contracts in a facility, action 
will be taken to provide for the storage of Government-owned facilities in 
one of the following manners, in the order of preference listed : 

(1) Negotiate for the retention of machinery and equipment in place, pre- 
served and maintained in a state of constant readiness. 

(2) Remove idle machinery and equipment, store in minimum area on site 
or adjacent to point of last use, preserve, and maintain. 

(3) Remove idle machinery and equipment to central Government ware- 
houses earmarked for a specific contractor, preserve and maintain. 

(e) Provide for periodic examination of industrial equipment and other facil- 
ity requirements in line with changing mobilization production requirements 
and make necessary adjustments in the quantitative and qualitative industrial 
equipment to be retained. 

(f) When procurement of any item is to be made by formal advertising, the 
contract may be placed without regard to schedules developed under industrial 
mobilization planning. However, inclusion of planned firms in bidders’ list 
is mandatory for planned items. 

(g) When any contract, regardless of duration, is placed in a facility for 
which production planning has been initiated, the Armed Services Procure- 
ment Planning Officer (ASPPO) will be informed and will, in turn, keep all 
affected claimant agencies informed so that they may take, or in the event 
of an M-day be prepared to take, appropriate action. He will also notify 
them when, in his opinion, current procurement is of such nature or volume 
as to require a revision of mobilization production schedules. 

(h) For planned items, a production allocation will be requested or a re- 
vision to an existing allocation will be initiated as appropriate, in the following 
circumstances: 

(1) When contracts are placed with facilities not operated by a planned 
producer. 

(2) When contracts are placed with facilities previously scheduled for other 
items. 

(3) Where contracts are placed with a planned producer but the rate of 
production substantially exceeds the planned rate of production. 

(i) New negotiated procurements of planned items will not be placed until 
a review of the industrial structure has been made and a plan for conformance 
to the objectives of this Instruction have been established. 

(j) At the time procurements are negotiated, prime contractors will be en- 
couraged to employ broad subcontract structures, including the utilization of 
small business concerns, to the greatest practicable extent, consistent with the 
efficient performance of the contract. Further, prime contractors will be dis- 
couraged from entering the field of production of GFAE and CFE type of items, 
which in themselves are foreign to the character of production normally ac- 
complished in the prime contractor’s plant. 

(k) Actions taken pursuant to maintenance of the mobilization base accord- 
ing to the policies and procedures set forth herein will be reported according to 
the instructions contained in AFPI Section LVII, Part 23. 

*%53-101.4 Definitions. 

¥%(a) “Planned Item.” An item meeting the criteria of DOD Directive 
4005.6, 26 January 1954 as amended 16 December 1954, and listed in the current 
publication of the DOD Preferential Planning List of End Items published by 
Office of Secretary of Defense (Supply and Logistics) and/or the Air Force 
Departmental List of Items published by Hq AMC. 

(b) “Planned Producer.” A company or firm listed in the latest issue of the 
“Register of Planned Mobilization Producers.” The Register of Planned 
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Mobilization Products (formerly the Alphabetical Register of Planned Wartime 
Material Suppliers) is published periodically by the Assistant Secretary of 
Defense (Supply and Logistics). Any company or firm listed is in the planned 
producer category. 

(ec) “Tentative Mobilization Production Schedule.” DD Form 406, “Tentative 
Schedule of Production and Request for Allocation,” or other document setting 
forth a tentative mobilization delivery schedule for a manufacturer beginning 
with M-Day and continuing for 3 years thereafter. 

(d) “Allocation.” Tentative assignment of manufacturing capacity to a 
military department for utilization in the event of mobilization. 

(e) “Subcontractor.” <A subcontractor for purposes of this paragraph 53-101, 
is a producer making parts and/or assemblies to the prime contractor’s drawings 
and bearing the prime part numbers, the production of which entails sufficient 
manufacturing difficulty or application of extensive direct man-hours which, 
in the prime contractor’s judgment, may be limiting to continuity and/or 
expansibility of production. 

(f) “Department of Defense Preferential Planning List.” <A list of end 
items for which mobilization production planning with industry under the 
Production Allocation Program is deemed to be most urgently needed. 

(g) “Air Force Departmental List.” <A list used internally by the Air Force 
which identifies known critical GFAE and CFE components of those end items 
listed in the DOD preferential Planning List and includes ground support and 
personnel equipment. 

(h) “MCP Form 190.” Authority for initiation of procurement. 

(i) “Geographic Dispersal.” Adequate geographic dispersal is defined as the 
location of a facility : 

(1) 10 miles or more from a densely populated area of 120,000 or more. 

(2) 10 miles or more from a highly industrialized area. 

(3) 10 miles or more from a major military installation. 

(j) “Mobilization Base.” Is that minimum industrial structure which is 
necessary to meet phased requirements for a period not to exceed that required 
to bring new or converted private facilities into production after M-Day. 

(k) “Industrial Facilities.” Property, other than material and special tooling, 
of use for the performance of a contract or subcontract for supplies or services. 
It includes, but is not limited to, real property and rights therein, including 
buildings, structures and improvements, and machinery, equipment, furniture, 
vehicles, and machine tools and other production equipment. 

(1) “Standby Reserve.” Is that portion of capital equipment surplus to 
current production requirements which has been identified as being necessary 
to support the minimum base. 

*53-101.5 Criteria. 

(a) The Air Force will select, for its mobilization base, those facilities which 
produce or are capable of producing critically important weapon systems, com- 
ponents thereof, and/or supporting equipment which meet one or more of the 
following criteria: 

(1) Items requiring a long lead time or long manufacturing cycle. 

(2) Items not currently in production or which are required in quantities 
far in excess of peacetime production. 

(3) Items requiring the conversion of an industry or number of plants with 
an industry. 

(4) Items requiring materials or manufacturing processes essentially different 
from those in current use. 

(5) Items for which industry does not have production experience. 

(b) Each proposed procurement of planned items will be reviewed by 
MCPB or appropriate AMA industrial planning section, at supervisory level, to 
assure consideration of the following factors: 

(1) Maintaining multiple sources of supply. 

(2) Geographic dispersal. 

(3) Avoidance of undue concentration of contracts in a few leading suppliers. 

(4) Multiple awards. 

(5) Preservation of essential skilled labor forces. 

(6) Utilization of existing open industrial capacity. 

(7) Preservation of essential management organization and “know-how.” 

(8) Maximum subcontracting. 

(9) Any other factors relevant to maintaining a sound mobilization base, 
including the utilization of small business concerns to the maximum extent 
practicable. 
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In this connection comparative price experience will be used to negotiate the 
best possible price for the Government. The authority for approving price 
differentials to attain the objectives of the policies stated herein is delegated 
to the Director and Deputy Director of Procurement and Production, Hq AMC, 
and to the Deputy Director/Procurement, Hq AMC, who have such authority 
under AFPI 3—1004. 

%53-101.6 Responsibilities and Procedures. 

(a) Industrial Resources Division (MCPB), Directorate of Procurement and 
Production, Hq AMC, will: 

(1) Exercise administrative supervision and monitor the Industrial Mobiliza- 
tion Program. 

‘ (2) Coordinate operations required to accomplish the Industrial Mobilization 
rogram. 

(3) Furnish planned producers to buying divisions, Hq AMC, and AMC field 
procurement activities for incorporation into the procurement sources system. 
This will be accomplished as often as necessary to maintain in the procurement 
sources system an up-to-date listing of planned producers (see AFPI 2—204 (e)). 
The information will be compiled and supplied by property class as follows: 

(A) Alphabetical list of planned items reflecting planned producers. 

(B) Alphabetical list of planned producers reflecting planned items. 

(4) Furnish the buyers of Hq AMC, AMA’s, and AF depots, as appropriate, 
one copy of MCP Form 6, “Commodity (Item) Control Record,” indicating for 
each planned item the total mobilization requirement, the mobilization produc- 
tion phasing, and the mobilization source pattern. Keep all recipients cur- 
rently informed of changes in mobilization production phasing and source 
pattern. 

(5) Maintain maximum cooperation and coordination with buying divisions 
and AMC field procurement activities in preparation of all Mobilization Plan- 
ning Schedules. 

(6) Upon receipt of AFPI Form 60 (formerly AMC Form 350), “Clearance to 
Award Contract,” request a production allocation or initiate a revision to an 
existing allocation, whichever is appropriate, according to paragraph 53-101.3 
(h) above. 

(7) Review the location of the proposed contractor and provide a statement 
as to whether the facility is considered adequately dispersed. 

(8) Review and evaluate sources for prime contracts and subcontract struc- 
tures for conformance to the policies and procedures outlined herein. This 
will be accomplished as follows: 

(A) Upon receipt of procurement directive and/or MCP Form 190, 
“Authority for Initiation of Procurement,” furnished the buyer with a list 
of recommended sources. 

(B) Upon receipt of AFPI Form 60, review the contractor’s proposed 
subcontract structure for conformance with the mobilization base policy 
established herein. If necessary, negotiations will be accomplished with 
the proposed contractor to establish a subcontract structure conforming to 
the greatest practical extent with the Mobilization Base Policy. The estab- 
lished subcontract structure will be furnished to the buyer when returning 
AFPI Form 60. 

(b) Buying Divisions, Hq AMC, AF Depots, and AMA’s will: 

(1) Maintain, for information purposes, a current file of MCP Forms 6 sup- 
plied by MCPBI, Hq AMC. This will be maintained by the individual buyer 
responsible for the procurement of the particular item. 

(2) Maintain maximum cooperation and coordination with MCPBI on all 
procurement action for planned items by: 

(A) Being available for consultation on placement of procurement and 
source selection. 

(B) Notification of technological changes that cause impact on production 
structure. 

(C) Furnishing information when proposed procurement is not in con- 
sonance with present production structure. 

(D) Assisting in the analysis of production capability to determine cur- 
rent capabilities available. 

(E) Furnishing information on production difficulties and late deliveries 
by the contractor which may result in view of production techniques and 
possible item redesign. 

(3) Immediately upon receipt of procurement directive and/or MCP Form 
190, “Authority for Initiation of Procurement,” furnish one copy to MCPB, or 
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industrial planning activity in the appropriate AMA’s, together with buyer’s list 
of recommended sources and any other information considered pertinent, and 
request their recommendation for sources to be solicited. 

(4) Solicit quotations from all appropriate planned producers of a planned 
item when procurement of that item is to be by negotiation. The quotations 
will be evaluated on the basis of normal business considerations, giving proper 
weight to such factors as price, quality, delivery, etc., as prescribed in the ASPR. 
The extent to which production allocation planning has progressed and the in- 
vestment by the Government and the firm in such planning will be factors for 
consideration. 


(5) Issue request for proposals which will contain the following provisions: 


“SUBCONTRACTING STRUCTURE 


._ “The materiel being procured is a planned item under the Mobilization Base 
Policy, which policy is designed to maintain a proper industrial base in the 
aeronautical production industry in order to provide for rapid expansion in the 
event of mobilization. It is the desire of the Department of the Air Force that 
subcontracting, including the maximum utilization of small business, be accom- 
plished to the fullest extent consistent with the efficient performance of the 
contract, therefore, it is requested that the proposal include the following: 

“(i) A proposed list of the major items to be subcontracted and the names and 
locations of potential subcontractors for each such item. For this purpose, a 
subcontractor is a producer making parts and/or assemblies to the prime con- 
tractor’s drawings and bearing the prime part numbers, the production of which 
entails sufficient manufacturing difficulty or application of extensive direct man- 
hours which, in the prime contractor’s judgment, may be limiting to continuity 
and/or expansibility or production. 

“(ii) Percentage of subcontracting by effort (direct man-hour expenditure) 
under the foregoing definition and the percentage of all other anticipated sub- 
contracting not covered by the foregoing definition but excluding vendor and 
supplier items.” 

Note. Buyers will not consider proposals (quotations) complete until the 
above required information has been obtained. 

(6) Prepare and forward, as set forth in subparagraphs (A), (B), and (C) 
below, AFPI Form 60 for each contract (including supplements and amend- 
ments) for planning items. Electrically transmitted message may be used in 
lieu of AFPI Form 60 to expedite clearance. The AFPI Form 60 or electrically 
transmitted message will be forwaded after the purchase request has been 
assigned a contract number, but before the contract has been written (This 
action does not preclude the writing of the contract while clearance is being 
obtained.) The exact delivery schedule expected to be placed in the contract 
will be reflected on the form, together with the contractor’s percentage of 
subcontracting contemplated. This form will be supported by the information 
obtained under subparagraph (5) above. If a price differential is involved, 
approval will be obtained as outlined in AFPI 3—1004. 

(A) Buying divisions, Hq AMC, will prepare and forward three copies of 
the AFPI Form 60, “Clearance to Award Contract,” to MCPBI. 

(B) Procurement division, AF depots, will prepare and forward three 
copies of AFPI Form 60 to the industrial planning section in the AMA 
where the facility on which the clearance is being requested is geographi- 
eally located. 

(C) Procurement division, AMA’s, will prepare and forward three copies 
of AFPI Form 60 to the industrial planning section within the AMA. 

(7) Upon return of AFPI Form 60, together with the established subcontract 
structure, the buyer will include the following clause in the contract. 


“MAINTENANCE OF MOBILIZATION BASE POLICY 


“The material being procured under the Contract is a planned item under the 
Mobilization Base Policy, which policy is designed to maintain a proper indus- 
trial base in order to provide for rapid expansion in the event of mobilization. 
It is the desire of the Department of the Air Force that the subcontract struc- 
ture established during the negotiation,of this contract be maintained to the 
greatest practical extent. The contractor shall inform the administrative con- 
tracting officer of any proposed deviation therefrom. In the event the contractor 
deems it advisable to withdraw work from an established subcontractor during 
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the production program, advance notification shall be given to the administrative 
contracting officer, together with complete information as to the basis for the 
withdrawal.” 

(8) Attach, as part of the file to be submitted to the procurement committee 
or appropriate approving authority, the original copy of AFPI Form 60 granting 
a clearance for the award. The procurement committee or appropriate approv- 
ing authority at Hq AMC, AF depots, or AMA’s will not approve an award 
unless AFPI Form 60 is attached and properly authenticated by either MCPBI 
or industrial planning activity of AMA’s. The responsible director of procure- 
ment and production may approve deviation from the provisions of this para- 
graph on individual contracts for emergency procurement of expedited procure- 
ment of expiring funds. This does not authorize deviation from provisions of 
subparagraph (6) above. The AFPI Form 60 will be prepared and after 
approval, will become part of the permanent contract file. 

(9) Furnish the established subcontract structure to the AMA having contract 
administration responsibility for the prime contract, concurrent with initial 
distribution of the contract. This information will be immediately furnshed by 
the AMA to the admnistrative contracting officer. 

(¢) Support Division, Hq AMC, AMA’s, and AF depots will: 

(1) Enter and maintain data on planned producers in the procurement sources 
System. 

(2) Upon a contracting officer’s request for sources list for a procurement of 
planned items, assure that all appropriate planned producers are included in the 
list furnished. 

(d) Industrial planning activity, AMA’s will: 

(1) Maintain, on all contractor facilities where assigned Armed Service Pro- 
ecurement Planning Officer (ASPPO), an up-to-date record of current procure- 
ment and mobilization planning information. 

(2) When the Air Force is the ASPPO, notify all affected claimant agencies 
of AF contract placement as required by paragraph 53-—101.3 (g). 

(3)Receive AFPI Form 60 from AF depots and procurement division of the 
AMA’s and obtain clearance as required by paragraph 53-101.3 (h). Formal 
notification of each clearance will be furnished the appropriate requesting 
agency by utilization of AFPI Form 60. After clearance is granted, one copy 
of AFPI Form 60 will be furnished MCPBI, Hq AMC. 

(4) When dispersal data are not available at the AMA to complete AFPI 
Form 60, request the information on a onetime basis from MCPBI, Hq AMC. 

(e) The administrative contracting officer (pursuant to subpar. (b) (9) 
above), upon receipt of established subcontract structure, will consider such 
structures in the approval of subcontracts. The administrative contracting 
officer will keep the Hq AMC buyer and Industrial Resources Division, Hq AMC, 
informed of any deviations or withdrawals by the contractor from the estab- 
lished subcontract structures. 

(f) In providing for orderly and planned retention of idle resources, MCPB 
will: 

(1) Determine the need for packaging or storing of industrial facilities on- 
site or off-site according to the criteria in paragraph 53-101.5 and as required 
to support a minimum mobilization base. 

(2) Request funds from the buyer to accomplish preparation of storage as 
determination indicates need for storing of special tooling. 

(3) Negotiate with contractor and accomplish contractual coverage, if deter- 
mination of need for storing of facilities makes this action appropriate. Review 
periodically the need for retention of storage programs utilizing criteria 
expressed herein. At such time as MCPB determines that storage is no longer 
required to support minimum mobilization base, action will be taken to termi- 
nate and/or complete contracts involved and will assure that facilities involved 
are made available to the General Industrial Reserve, or if obsolescence is 
apparent will take necessary action to dispose of facilities under applicable 
regulations. Special tooling determined to be surplus to mobilization base will 
be referred to Readjustment Staff Division, Hq AMC, for appropriate disposition. 

(zg) In providing for orderly and planned retention of idle resources, buying 
divisions, Hq AMC, AF depots, and AMA’s will: 

(1) Maintain maximum coordination and cooperation with MCPB in making 
determirations of need for storage. 

(2) Anprise MCPB of any major changes in the respective current procure- 
ment programs in order that MCPB can make necessary adjustment in its 
mobilization planning. 
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THURSDAY, MARCH 28, 1957 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON Minirary OPERATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 10:05 a. m., in room 
1501, New House Office Building, Hon. Chet Holifield presiding. 

Present: Representatives Holifield, Kilgore, Griffiths, Lipscomb, 
and Minshall. 

Also present: Representative Charles S. Gubser. 

Also present: Herbert Roback, staff director; James F. Eckhart, 
counsel; Earl J. Morgan, investigator; and Robert J. McElroy, in- 
vestigator. 

Mr. Hottrtetp. The subcommittee will be in order. 

The subcommittee has taken testimony previously from the Air 
Force and the Small Business Administration concerning procure- 
ment of rocket launchers. Now we come to the Navy portion of that 
procurement. The Navy’s interest in developing a low-cost, light- 
weight, airborne rocket launcher dates back several years. 

This is a complex area of investigation. I hope that the witnesses 
will understand the subcommittee’s desire to get a full and fair record 
of the Navy’s rocket launcher procurement program. 

For the sake of orderly procedure, I suggest that we take testimony 
first on the Navy’s current contract with the Be Ge Co., of Gilroy, 
Calif., for production of the 19-round launcher known as the Aero 
7-D. 

We will want to know whether deliveries are on schedule; how many 
changes or deviations from specifications are involved; what price 
changes, if any, have been asked or granted; the total cost of this 
procurement; and related matters. 

Then we will ask the Navy witnesses to give us information on the 
development work of the 19-rounder. This will include a list of the 
previous contracts, the costs involved, the companies to whom they 
were let, the results obtained for the money expended, working rela- 
tionships with the Air Force on this launcher, and an evaluation of 
the 19-rounder as compared with the 7-rounder. 

The subcommittee will announce from time to time other phases of 
rocket launcher procurement upon which testimony will be required. 

This morning we have Admiral Murphy here. 

Admiral Murphy, will you please come forward? We appreciate 
your being here again this morning. Sorry we couldn’t hear you 
yesterday morning. 
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Will you please give your full name to the reporter and then give 
the committee some of your background, sir, briefly, and then if you 
have a prepared statement, why, we will be glad to have it. 


TESTIMONY OF REAR ADM. JOSEPH N. MURPHY, ASSISTANT CHIEF, 
BUREAU OF AERONAUTICS (PROCUREMENT) ; ACCOMPANIED BY 
LEE MORGAN, BUREAU OF AERONAUTICS; JOHN W. CAMP- 
BELL, BUREAU OF AERONAUTICS; LT. COMDR. THOMAS F. TAVER- 
NETTI, BUREAU OF AERONAUTICS; LT. COMDR. JOSEPH F. ALLEN, 
SHUMAKER NAVAL AMMUNITION DEPOT; LYLE J. BERCIER, 
BUREAU OF AERONAUTICS; WILLIAM M. HAUCK, BUREAU OF 
AERONAUTICS; AND FREDERICK SASS, JR., CHIEF COUNSEL, 
BUREAU OF AERONAUTICS 


Admiral Murruy. Mr. Chairman, I am Rear Adm. Joseph Na- 
thaniel Murphy. I am the Assistant Chief of the Bureau of Aero- 
nautics for Procurement. 

I graduated from the Naval Academy in the summer of 1927, and 
after normal duties of a junior officer afloat, took flight training in 
1929, and was designated a naval aviator in Roventae, the i of 
November 1929. 

Since that time I have had about 8 years of squadron duty. I went 
to the postgraduate school at the Naval Academy and attended the 
California Institute of Technology where I received a master’s degree. 
After a series of assignments in the design of aircraft I had combat 
duty in the fast carrier task forces as executive oflicer of one of these 
carriers. 

Upon my return in 1945 from the West Pacific I was Director of the 
Armament Division of the Bureau of Aeronautics and then Director 
of the Aircraft Division which is charged with the design of all naval 
aircraft; manager of the Naval Aircraft Factory, Assistant Chief of 
Staff for Logistics on the staff of Commander, Fleet Air, Japan, during 
the early months of the Korean operation ; commander of the Naval 
Air Missile Test Center, at Point Mugu, Calif.; Executive Director 
of Research and Development in the Bureau of Aeronautics, which is 
the No. 2 position in that group; force material officer, Air Force At- 
lantic Fleet; and then to my current position as Assistant Chief of the 
Bureau of Aeronautics for Procurement. 

My specialty is aeronautical engineering duty. 

Mr. Hotirtevp. Thank you, sir. 

Admiral Mureuy. Mr. Chairman, with your permission, I have 
here a prepared statement which sets forth the basic facts concerning 
the development of multiple tube rocket launchers, culminating in the 
Aero TD rocket launcher, which I believe will clarify the program for 
the members of this committee and answer many of the questions that 

may reasonably be anticipated. The discussion covers the Aero 7D 
launchers, coordination with Air Force program development, and the 
reasons W hy the Air Force MA-3 launcher was not adaptable to Navy 
requirements. If you so desire, I would be pleased to read the state- 
ment for the record. 

Mr. Houirtetp. You may proceed to read the statement. 

Admiral Murruy. Development of multiple rocket launchers: 
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The United States Navy’s present rocket launcher development pro- 
grams for small caliber folding fin rockets had their inception in 
1949. The Navy had utilized hundreds of thousands of 5-inch fixed- 
fin rockets during World War II. The type of launcher used for 
these rockets was a post type, attached beneath the wings of the air- 
craft. Subsequently there was an evolution of this equipment from 
the early post type for fixed fin rocket launchers to a more versatile 
bomb-rack type which could carry either a bomb or a rocket depend- 
ing upon the target to be attacked. These launchers had to be ex- 
tremely rugged to withstand the high deceleration forces during ar- 
rested landings and high acceleration forces during catapult launches. 
With the advent of the 2.75-inch folding-fin rocket, which requires 
a tube for launching, the Air Force and the Navy commenced de- 
velopment designs of clusters of such tubes adaptable to their par- 
ticular type of suspension equipment, It was at this point that di- 
vergence of requirements for multiple, cluster-type, launchers arose 
between the Air Force and the Navy. Both services adapted designs 
to their 5-inch rocket stations on aircraft. In general, the Air Force 
utilized their standard three-point retractable rocket fittings. 
Since the three-point fittings were unacceptable for carrier operation, 
the Navy worked toward adaptation of their bomb-rack stations. As 
a result, the Navy could not carry Air Force cluster launchers, nor 
could the Air Force carry Navy clusters. 

This incompatibility, unavoidable in the beginning, presented a 
major problem, the resolution of which was a goal to be striven for 
by both services. 

In the Navy, the initial developments of cluster launchers for the 
2.75-inch folding-fin rocket were conducted by both the Bureau of 
Ordnance and the Bureau of Aeronautics until July 1, 1952, at which 
time cognizance of launchers for all fin stablized rockets was trans- 
ferred to the Bureau of Aeronautics. It is pertinent at this point to 
emphasize that the cluster launcher carried beneath the wings of air- 
craft is only one type of rocket launcher in use today. Both the Air 
Force and the Navy have employed metal reusable launchers in sub- 
merged and semisubmerged installations since 1951, and the Navy is 
currently accepting deliveries of aircraft with this type of launcher. 

These early Bureau of Ordnance and Bureau of Aeronautics clus- 
ter launchers were metal, reusable, and provided the criteria and de- 
sign data which has materially aided the development of the sub- 
merged and semisubmerged type aircraft installations previously 
mentioned. 

Subsequent to the transfer of cognizance of all fin-stabilized rocket 
launchers to the Bureau of Aeronautics, programs were established, 
on a continuing basis, at the Naval Ordnance Test Station to utilize 
fully the rocket design and ballistic know-how of its staff of highly 
trained engineers and scientists. A chronological history of the 
Naval Ordnance Test Station (NOTS) programs has been previously 
supplied. The early design philosophy of relatively heavy, reusable 
launchers was gradually changed by aircraft design thinking to one 
wherein the launcher should be jettisoned upon delivery of the arma- 
ment payload, permitting the aircraft to return to base clean. 

The reusable launcher represented a nonpayload and aerodynamic 
drag, penalizing the aircraft’s radius of action. This gave impetus 
to the development of an expendable launcher which represented pay- 
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load to the target and did not reduce aircraft performance on the 
return flight. To this end, the personnel at NOTS began experiment- 
ing with cheap, lightweight materials. These experiments were pro- 
gressively successful and led eventually to the solution of the problem. 

The use of large quantities of small rockets in lieu of a single 5-inch 
rocket posed a serious problem because of restrictive space aboard 
ship, limited personnel, and the time required to rearm aircraft. 
This problem led to the first Navy production design of an expendable 
service launcher, the Aero 6—A, which is a combination launcher and 
shipping container for the rocket motors. With this launcher, arm- 
ing of aircraft involves only the assembly of the heads to motors after 
installing the launcher on the aircraft. While this does not reduce 
rearming time to the desired minimum, it is far more acceptible than 
assembling the rocket and then loading the seven tubes individually. 

During the development of the Aero 6—A, the practicability of a dis- 
posable launcher with a much greater capacity became increasingly 
evident. Development of a 19-round launcher, representing the at- 
tainment of the near ultimate in firepower, lethal damage, and pay- 
load for our aircraft was undertaken. However, the Navy found 
that the already marginal loading time of the 7-round launcher 
would be unacceptable in terms of assembling the 19-rocket heads to 
motors. 

The immediate solution was to attempt to make the 19-round 
launcher capable of carrying the rockets completely assembled. 
Therefore, the design philosophy of the 19-round launcher, now 
designated the Aero 7 series, was based on the premise that it would 
be a shipping container for completely assembled rockets in addition 
to serving as a launcher. Exhaustive tests were conducted, including 
extreme rough handling tests, exposure to gasoline fire, and to gun 
fire. These tests of the Aero 7 launcher, now designated the Aero 7—D, 
proved that under no conditions would a rocket become propulsive 
and cause the warhead to become armed. Based on these tests the 
Bureau of Ordnance classified the Aero 7—-D as a class A weapon and 
authorized its use for shipping and stowage, ashore and afloat, for 
rockets in a propulsive stage. This feature is considered revolu- 
tionary in the art of rocketry. Rockets are loaded in the launcher 
at the ammunition depot. Thereafter, no individual rocket is touched 
in the field or aboard ship. The launcher is installed on the aircraft, 
its streamline fairings attached, and it is ready for firing. Inci- 
dental to the time and manpower saving, but almost as important, is 
a significant improvement in reliability due to depot loading of the 
rockets as opposed to the rushed and often adverse loading condi- 
tions experienced in the field and aboard ship. 

In the belief that this development of the Aero 7D was a vitally 
important advance in rocketry, which would materially increase the 
combat potential of all United States aircraft, full consideration was 
given to standardization of the Aero 7D with the Air Force and 
NATO countries in order that they could evaluate the advantages 
afforded. Provisions were included to permit carriage of this 
launcher from 30-inch, 14-inch, and single point suspension points. 
These locations encompass standard spacing for the aircraft suspen- 
sion systems of Air Force, Navy, and the NATO countries. To insure 
absolute compatability specification MIL—A-8591B (ASG), which 
covers design criteria for airborne stores and suspension equipment, 








AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 421] 


was followed throughout. This is a coordinated specification and has 
been formally approved by both Air Force and Navy. 

This program has been closely followed by Air Force personnel 
stationed at NOTS for the purpose of maintaining continuous liaison 
between Air Force and Navy in the field of rockets and rocket launch- 
ers. The advantages inherent in this new launcher resulted in action 
by the Air Force to procure 100 units from the Navy, through a 
military interdepartmental purchase request (MIPR-33-616-55-117), 
for evaluation. The highly successful results of this evaluation have 
led to the adoption of the launcher by the Air Force and it is now 
designated the USAF LAU3. The long-sought goal of interservice 
compatibility of airborne rocket launchers has been achieved. 

It is considered apropos at this time to express the Bureau of Aero- 

nautics appreciation of the Air Force cooperation in supplying test 
data and other pertinent information when needed. A mutual cross- 
flow of information was always available and served in great measure 
to produce launchers that satisfied the requirements of ‘both services. 

Several hundred 19-round Aero 7 series launchers were built and 
tested during this program at NOTS, with design modification and 
improvements introduced throughout ‘until the Aero 7D model was 
finally achieved. Although it had not been manufactured in quan- 
tity with production tooling, it was believed that the design was suffi- 
ciently firm and the drawings adequate to release to production. 
Under the armed services procurement regulations the Navy was re- 
quired to advertise this procurement, since drawings, specifications, 
and models were available. However, to protect the Government 
fully, it was decided that the contract should contain a restriction 
limiting the manufacturer to the purchase of only enough parts to 
permit “delivery of an initial quantity of 150 launchers. The con- 
tractor could not proceed with the manufacture of the balance of the 
order until the Navy had tested and evaluated the 150 units to verify 
the adequacy of the drawings and specifications for further produce - 
tion, and to determine what ‘changes were necessary in the remaining 
launchers. No premium price was paid for these production evalua- 
tion launchers. 

On the basis of the requirement for a launcher to satisfy fleet re- 
quirements, the readiness of the launcher for production, and the 
protection afforded the Government by the restrictive clause to the 
contract described above, the drawings and specifications were re- 
leased to the Navy Purchasing Office (NPO), Washington, D. C., 
on February 29, 1956, for invitation to bid. Open advertised pro- 
curement was recommended in consideration of the clearly expressed 
desire of the Congress for this type of procurement by the armed 
serv ic es. 

Contract N600(a)42125 was awarded to the Be-Ge Co., of Gilroy, 
Calif., on the basis of lowest bid submitted by a qualified bidder, 

sid price was $90.51 per launcher. 

The contractor experienced delays in effecting initial delivery as 
outlined earlier in a letter from the Chief of the Bureau of Aeronautics 
to the chairman of this committee dated December 19, 1956. In this 
letter, the Chief of the Bureau of Aeronautics related the causes of 
delay in production occasioned by tubes supplied by a subcontractor 
not meeting specification requirements, and the time spent by the 
contractor reviewing and checking the drawings and preparing engi- 
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neering change orders correcting drawing errors. According to the 
terms of the contract, the contractor should have delivered 150 pre- 
production samples by October 7, 1956. The contractor delivered 
production learning samples to the NOTS November 14, 1956, for 
evaluation of his production methods and techniques, and delivered 
the first of his 150 preproduction samples to a Navy production test 
facility, Dayton T. Brown Laboratory, for environmental testing on 
December 6, 1956. 

All preproduction samples were shipped from the Be-Ge plant by 
January 1957 and the evaluation of the launcher was completed Feb- 
ruary 8, 1957. The contractor was instructed to proceed with the 
balance of the order on February 14, 1957. 

The decision to advertise this procurement with the restrictive pre- 
production clause has been proven sound. The purpose of the 150 
preproduction units has been achieved and anticipated changes re- 
sulting from test and evaluation of these units have been made to 
the drawings and specifications. Price redetermination negotiations 
have not yet been entered into because some of the change values can 
only be determined by actual production experience, as for example, 
the amount of scrap metal which can be salvaged and employed in 
other component parts. However, as stated in the letter from the 
Chief of the Bureau of Aeronautics to the chairman, it is believed that 
component price increases are compensated by price decreases and 
that no significant contract price change per launcher will result. 

Information has been requested relative to any influence the Navy 
exerted over procurement of rocket launchers by the Air Force. There 
exists a joint requirements coordinating group, whose members are 
a representative of the Directorate of Requirements, Headquarters, . 
USAF, and the Director, Air Warfare Division of Naval Operations. | 

The JRCG has been in existence since June 16, 1954, and was pre- 
ceded by a Requirements Coordinating Board, which had Air Force 
and Navy membership. Generally it can be said that through estab- 
lished coordinating boards and other liaison, the services have been 
mutually influencing each other since the inception of cluster-type 
rocket launchers. As mentioned previously, the Air Force maintains, 
and has maintained since 1952, a liaison office at the NOTS, where 
cluster-type launcher development work is conducted for the Navy. 
The function of this office is to provide an interchange of information 
between the Air Force and the Navy which bears directly upon design, 
development, and testing matters. Frequent meetings between tech- 
nical personnel of both services are held which influence the thinking 
and design concepts of both services. 

Prior to the award of a contract by the Air Force to Century Indus- 
tries for the production of MA-3 launchers, the Air Force asked for 
and received information regarding the performance of this company 
and two other contractors—Radiant Manufacturing and Spray-Con 
Co.—in producing Aero 6A launchers for the Navy. Prior to the 
Air Force action to solicit bids for production of the LAU/3, infor- 
mation was also requested and provided on the procedures followed 
by the Navy in releasing the Aero 7D launcher to production. 

Information has also been requested to show why the Navy con- 
siders the Aero 7D launcher superior to the USAF MA-3 launcher. 
First, it is pointed out that the Navy has not evaluated the MA-3 
launcher because it does not meet the Navy military characteristics 
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requirement for a cluster launcher which must also be a shipper for 
the rockets. The conditions under which combat operations are con- 
ducted upon a carrier dictate that cluster-type launchers be delivered 
to the carrier with the rockets already assembled and installed. These 
characteristics have been concurrently established by the Bureau of 
Ships and Chief of Naval Operations through the Military Char- 
acteristics Board. This Board has prescribed an aircr aft rearming 
requirement for bombs, rockets, and guided missiles from 5 to 8 times 
faster than is presently possible. The Aero 7D launcher meets these 
requirements as compared to the Aero 6A combination launcher motor 
shipper which does not. It is clear that the MA-3, as a launcher only, 
is unacceptable as a carrier weapon. 

The advantages of the Aero 7D over the MA-3 are obvious. The 
number of rockets carried on a particular bomb rack is almost tripled. 
To match this increased firepower would require an expensive, heavy 
adapter capable of suspending three MA-3 launchers from the bomb 
rack with consequent undesirable aerodynamic inefficiency. Further, 
since the Aero 7D launcher is shipped with the fuse, warhead, and 
rocket motor completely assembled, it is not necessary that expensive 
containers be procured for these components and additional handling 
and storage is eliminated. 

Aero 7D rocket launchers from the production line of the Be Ge Co. 
were employed recently in a ag ta demonstration by the Naval 
Ordnance Test Station for the benefit of visiting newsmen. One 
hundred and ninety-four rockets were fired from an attack bomber, 
breaking all previous records for the number of rockets carried by a 
single airplane. 

In conclusion, the Aero 7D rocket launcher is performing in excess 
of its design requirements and beyond the expectations of its 
designers. Four launchers have been recently subjected to the maxi- 
mum performance capability of two of the Navy’s latest aircraft. 
The same 4 launchers were employed in 8 high-performance flights, 
although the Aero 7D was designed as only a 1- shot disposable weapon. 
‘These tests were part of aircraft contractors’ demonstrations which are 
a part of the Navy acceptance tests for new aircraft. Copies of the 
test reports will be supplied when available in accordance with a pre- 
vious request of the chairman. 

Mr. Chairman, in order to try to be sure that this committee is 
kept fully and completely informed of even the most recent develop- 
ments, it has come to my attention this morning that one of the last 
lots of loaded Aero 7D launchers, when it arrived at Inyokern, had 
some of the rocket motor heads loose. Pending investigation of what 
we are sure is a temporary condition and attributable not to the 
launcher but to the rocket in certain environmental conditions of 
transportation, there has been a temporary stop-loading order issued 
to the Shumaker Depot. We consider this a temporary problem, but 
illustrative of what one gets into at this stage of development. 

Mr. Houtrtevp. I will respond to that, and then I have a short 
announcement to make. 

We will want to go into the problem of testing, the types of tests 
which have been given to the launchers from the standpoint of vibra- 
tion and environmental humidity tests, and also the fact as to 
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whether in the shipping of these rockets in their launchers such things 
occur as this shaking loose of the warhead of the rocket. 

Permit me to interrupt here to say that Congressman Charles 
Gubser is here this morning. He represents the district in which the 
Be Ge Co. is located. Mr. ‘Gubser, we are delighted to have you here, 
and we extend to you the privilege of the committee to come up and 
sit with your colleague, Mr. Lipscomb. You may ask any questions 
you wish. 

(Discussion off the record.) 

Mr. Ho.trrevp. This is a complex matter, and the staff has dis- 
cussed and studied the documents and are aware of the line of ques- 
tioning, so I suggest that you go ahead, Mr. Roback. 

Mr. Rosack. Admiral ‘Murphy, on page 5 of your statement you 
say that the Navy has not evaluated the MA-3 launcher because of 
unsuitable military characteristics. Is it not a fact that the main 
reason Navy was not interested in the MA-3 launcher was the fact 
that it was asserted to be a proprietary item ? 

Mr. Houirtevp. We have been taking testimony under oath, and I 
will ask you gentlemen, all of you who are planning to be with us, 
to stand at this time to be sworn in. 

Do you and each of you swear the testimony you are about to give 
before the committee will be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Admiral Mureny. I do. 

Mr. Lee Morean. I do. 

Mr. Campse tt. I do. 

Lieutenant Commander Tavernertt. I do. 

Mr. Auten. I do. 

Mr. Bercrer, I do. 

Mr. Hauck. I do. 

Lieutenant Commander Tavernetti. I am Lt. Comdr. ne 
Frederick Tavernetti, United States Navy, presently stationed i 
the Bureau of Aeronautics, currently head of the Weapons laauclets 
Section, the Avionics Division. We received—I am not quite clear 
on the date—but several years ago a letter from the Century Indus- 
tries people in which they offered the MA-3 launcher to the Navy and 
in which they stated that they had proprietary interests. A ‘letter 
was prep: ured for the Chief of the Bureau’s signature, Admiral Sou- 
cek, in which it was stated that it was adverse to Bureau of Aero- 
nautics policy to purchase a proprietary item. 

Mr. Rozack. Should the committee understand the reason why there 
was a lack of interest in the MA-3 was the proprietary interest, not 
the question of military usage ? 

Lieutenant Commander Tavernettr. In addition to the statement 
in the letter about the proprietary interest was the question of the 
current status of the 6-series launchers which had equivalent perform- 
ance to the MA-3 at that time. 

Mr. Rosack. What launcher was that? 

Lieutenant Commander Tavernetrt. The Aero 6-A. 

Mr. Rorack. Did not that letter say that there was under develop- 
ment a weapon with superior characteristics and was that the refer- 
ence to the 6—C ? 

Lieutenant Commander Tavernetti. Aero 6 at that time. 
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Mr. Rosack. Did that weapon come to be the one with superior 
characteristics ? 

Lieutenant Commander Tavernetti. No; it was never produced. 

Mr. Ropvack. You don’t have before you the date in which the invi- 
tation by the developer of the MA-3A to the Navy and the date of the 
response to the Navy? 

Mr. Hauck. The date of the letter from Century Industries was 
April 21, 1954, the date of our reply or BuAer’s reply was September 
7, 1954. 

Mr. Rosack. Did you draft the letter in reply ? 

Lieutenant Commander Tavernettt. I made the original draft, 
yes, but it was changed as it went up to higher authority. 

Mr. Ropack. Did the Navy ever propose to Century to buy any 
MA-3 launchers ? 

Lieutenant Commander Tavernerti. Not to my knowledge; no, sir. 

Mr. Rosack. Admiral Murphy, will you ask anybody else attending 
with you whether that is the case? 

Admiral Mureuy. Does anyone from the Bureau of Aeronautics 
know whether anyone in the Bureau had ever asked or contemplated 
the purchase of MA-3’s! 

( Discussion off the record.) 

Admiral Murreny. If it would assist the recorder, I will identify 
the gentlemen who are with me. Sitting to my left is Mr. Lee Mor- 
gan, head of the Guided Missiles and Rocket Launchers Unit, Weap- 
ons Branch, the Avionics Division, which is the new division which in 
the past was referred to as the Armament Division. Next to him is 
Mr. J. W. Campbell, head of the High Explosive Weapons Section, 
Weapons Branch, Avionics Division. Then the first officer is Lt. 
Comdr. T. F. Tavernetti, head, Launcher and Dispenser Section of 
the Weapons Branch, Avionics Division. 

The lieutenant commander at the end of the table is Lt. Comdr. 
Joseph F. Allen, he is the assistant naval inspector of ordnance of 
the Shumaker Ammunition Depot. Across the table, Mr. W. M. 
Hauck, assistant head, Equipment Section, Weapons Branch of the 
Maintenance Division of the Bureau of Aeronautics; and next to him 
Mr. L. J. Bercier, armament technician, Maintenance Section, Avi- 
onics Division, Bureau of Aeronautics. 

Mr. Hauck. The only two areas in BuAer that the procurement of 
the launcher could come from would be the Armament Division, they 
have stated they did not offer or contemplate buying it. The other 
area would be the Maintenance Division. I can state that we had, 
at no time, contemplated buying it. 

Mr. Rosackx. Mr. Morgan, did you propose to Century Industries 
to purchase any MA-3 launchers? 

Mr. Lee Morean. I can recall no such proposal. Iam sure I never 
wrote a letter and I can’t recollect making any verbal requests. 

Mr. Ropackx. Now, did you state, Admiral Murphy, that the diffi- 
culty with the MA-3 had to do with the question of whether it would 
have a shipping capability / 

Admiral Murpnuy. If that was understood, that was not implied. 
The general characteristics, as far as shipping containers of the MA-3 
as I understand it, are quite similar to the Aero 6A. What I was in- 
tending to say there was that we were striving for a container that 
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would carry the rockets fully assembled, which neither the Aero 6A 
nor the MA-3 do. Am I correct on that? 

Lieutenant Commander Tavernetti. Yes, sir. 

Admiral Mureny. In other words, this was the decision leading to 
the Aero 7 series? 

Lieutenant Commander Tavernetti. Yes, sir. 

Mr. Rosack. On page 4 of your statement you refer to learning 
samples. Will you explain what those were and where they came 
from and who paid for them 4 

Mr. Lee Morgan. The Be Ge Co. manufactured a limited number 
of launchers off their production tooling to verify their production 
techniques. They were the first units that came off their line. 

They were paid for by the company. We did not pay for them. 
They wanted to see how they would perform under test before they 
proceeded to get their production line units in high gear, so to speak. 
They were tested at the Naval Ordnance Test Station. The com- 
pany also paid for the learning samples. 

Mr. Rogpacx. They paid for the samples and you paid for the 
testing. 

Mr. Ler Morgan. Yes, sir. 

Mr. Ropacx. Is that over and above or outside of the contract 

Mr. Lee Morean. Yes; that was not a contractual requirement for 
the company to manufacture learning samples. It was at their 
request and we saw no reason to deny them verification of their pro- 
duction setup 

Mr. Rosack. Did not in effect the Navy payment for these learning 
samples constitute a Navy contribution to the contractor to perform 
under the requirements of the contract ? 

Mr. Lee Morgan. We certainly would consider that we were co- 
operating with the contractor. I don’t know whether you would call 
it a contribution or not. We have tested launchers that have been 
brought in for consideration by contractors many times in the past 
and tested them at Navy expense. I believe that that is considered 
a part of Navy general policy. 

Mr. Rozack. Are you referring to launchers submitted to the Navy 
under production contract ? 

Mr. Ler Morcan. I was speaking generally, yes, sir. 

Mr. Ropackx. What launchers under production contract did the 
Navy ever test at its own expense prior to the submission of contract— 
required preproduction samples ? 

Mr. Ler Morean. I believe we followed a similar procedure at the 
outset of the Aero 6A program, when we had a contract for a pilot 
production line with Century Engineers for 5,000 units. We per- 
formed the same sort of evaluation of the production techniques. 

Mr. Ropackx. Was that on an advertised contract ? 

Mr. Ler Morean. Which one? 

Mr. Rosack. I referred to the 5,000 pilot run production. 

Mr. Ler Morean. No, sir; this wasa negotiated contract. 

Mr. Rosack. In the case of any advertised contract, have you ever 
tested for a contractor any samples of a launcher prior to the sub- 
mission of required preproduction samples under the contract ? 


Mr. Lee Morean. I can recall none, since we have only had two 
production contracts for cluster-type launchers. The 5,000 unit in 
which we did perform this initial testing and this initial testing for 
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Be-Ge, the initial testing under this 5,000-unit contract benefited the 
other production contractors also. There were three production con- 
tracts for Aero 6—A launchers. 

Mr. Ropack. You were not on 5,000? 

Mr. Lee Morean. Some three companies benefited by this initial 
learning sample testing. 

Mr. Rosack. Admiral Murphy, we have a letter to the chairman 
from Admiral Russell in response to an inquiry in which it is stated 
in the second paragraph. I quote: 


These tests were performed at the contractor’s expense on learning samples 
and were used by the contractor for quality control purposes. 


Now, “at the contractor’s expense” refers to the submission of the 
samples and not the actual testing? 

Admiral Murrnuy. Can someone answer that ? 

Mr. Havok. I am sure it does. 

Mr. Rosack. It refers to the submission of samples and not to the 
testing; is that what you said ? 

Mr. Hauck. Yes. 

Mr. Rogpack. On page 3 of your statement, Admiral, you state that 
the goal of interservice compatibility in launchers has been achieved. 
Does this compatibility mean interchangeability ? 

Lieutenant Commander Tavernertt. I would like to answer that for 
the Admiral. By a phone call which I received the day before yester- 
day from Colonel Laitos, on General Mechling’s staff down at AFAC 
where they have some evaluation programs for the 19-round launcher, 
and they have asked us to provide 500 Aero 7—D launchers from our 
initial production run in which they will replace from initial pro- 
duction runs from their LAU-3 launcher and we will be able to put 
them in our ammunition storage for service use. 

Mr. Rosack. Are you testifying that, as you understand it, the 
Navy can use 19-round launchers produced for the Air Force, and 
vice versa ? 

Lieutenant Commander TaverNnertt. Yes, sir. 

Mr. Rosack. To what do the modifications on the part of the Air 
Force go? 

Lieutenant Commander Tavernetti. They have found that they 
want a slightly stronger fairing because their aircraft have higher 
performance than ours. They have a particular aircraft which is one 
of their preliminary fighter-bomber types which has an odd sway 
bracing system on which they would like to have the strongback of 
the launcher slightly wider. There is no other feature that they are 
contemplating which we know of which will affect any type of inter- 
changeability. 

Mr. Ropsack. Are the suspension systems and the electrical connec- 
tions such that the launchers could be used interchangeably by both 
services ? 

Lieutenant Commander Tavernetti. Yes; the Air Force uses the 
aft receptacle which is provided there for a pigtail plug in and we 
have a system where they use a fixed striker up forward. We also 
have aircraft which utilize the aft receptacle. 

Mr. Rosack. Do I understand the interchangeability is limited as to 
specific types of aircraft ? 

Lieutenant Commander Tavernettt. No, sir. 
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Mr. Rozacx. Admiral Murphy, at the bottom of page 3 in your 
statement there is a discussion of the contract requirement regarding 
the 150 preproduction samples. Now, will you explain what the con- 
tract requirement is; that is to say, suppose the preproduction samples 
had failed, was the contractor still held to a delivery schedule under 
the contract ? 

Admiral Murruy. Obviously, in this case since we had a hold on 
him pending the satisfactory test of these 150 preproduction samples, 
the remainder of his performance was dependent then upon our 
release. 

The question of responsibility as to what might have created a 
failure to pass would have been another matter. By that I mean if 
the contractor’s performance had been unsatisfactory and this was his 
responsibility, then the whole thing would have been another story. 
However, I might say—and quickly—that as far as we are concerned 
his difficulties were anticipated difficulties. They were largely due to 
the fact that, as we had anticipated, there were errors in the drawings 
that had to be corrected, and these were Government drawings. 

Mr. Rowack. Well, what I am trying to find out is, in the case of the 
most recent Air Force contract which didn’t materialize in production, 
the delivery schedules were contingent upon the successful preproduc- 
tion samples, so that the contractor was not committed to deliveries un- 
less and until the preproduction samples had proved out, which gave 
the Government, in this case, a latitude that came to 8 or 9 months 
working with the contractor on the preproduction samples. 

My question is: Is there an independent requirement for delivery 
of production units in your contract ? 

Admiral Mureny. Mr. Hauck, can you speak to the details of it? 

Mr. Hauck. We have a copy of the contract here. I can either show 
it to the committee or read it, whichever you prefer. 

Mr. Rozackx. Will you give your interpretation of the contract in 
the light of this question ? 

Mr. Hauck. I would rather not give my interpretation. It is in 
writing, and I think it is clear enough so that you will understand it. 

Admiral Mcrreny. I would like to interject a remark here, if I may. 

This contract is not complete yet, so a commitment, by the Navy as 
to what the Government’s rights might or might not be, except as you 
read them in the contract, could possibly be prejudicial to the Govern- 
ment’s interest in the event of any subsequent lack of performance on 
the part of the contractor. 

I am not saying at all that we are not happy to have the contract 
submitted, but I don’t want to express an opinion as to what we might 
or might not do in the future in this regard. 

Mr. Rosack. Well, what was the reason for—let’s put it this way: 

You have a qualification in the contract regarding the Government’s 
default privilege; do you not? 

Mr. Hauck. Yes, sir. 

Mr. Ropack. What is the significance of that, and is that something 
new ? 

Mr. Hawcr. As far as I know it isn’t anything new to have a clause 
in the contract for default. If you are asking that question, that is not 
anything new and we do protect ourselves with that clause. 

Mr. Rosack. Did you have this clause in any previous launcher 
contract ? 
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Mr. Hauck. The default or preproduction sample clause. 

Mr. Rozack. I am referring to the clause in the contract which is 
under the caption “Preproduction Samples,” paragraph f. 

The paragraph reads as follows: 

It is agreed that nothing contained in the foregoing provisions of this section 
and no action of the Government in accordance therewith shall in any way 
prejudice rights of the Government under the section of this contract entitled 
“Default” if the contractor fails to deliver the articles called for under the con- 
tract in aceordance with the delivery schedule of the contract. 

Mr. Hauck. Sir, if you are asking if paragraph f is unusual in a 
contract put out by the BuAer, I would say this is common, rather than 
unusual, This is the usual clause. 

Mr. Rosack. Has it ever appeared before in a rocket-launcher con- 
tract? 

Mr. Hauck. Again that is a matter of record. I have a copy here. 
I would prefer not to comment until I get a chance to refresh my 
memory. I think it is here, but I would rather check. I have copies 
here. 

Mr. Rosackx. What is the significance of it? 

Mr. Hawucx. I am instructed that this paragraph speaks for itself. 

Mr. Kiréore (presiding). For what purpose does the Navy put it in 
a contract ¢ 

Mr. Hauck. In the event the contractor does not deliver or is not 
excused, I would assume he could be defaulted either for convenience 
or for fault. 

Mr. Rosack. Is that created by a provision in the contract; that 
privilege? 

Mr. Chairman, I don’t think it is prejudicial to the rights of the 
Government to explain why they put a provision in the contract. 

Mr. Hauck. I think you are asking if he didn’t deliver could we 
default him ? 

Mr. Ropack. No: my question is, Is the default privilege created by 
asserting this particular provision in the contract? Let me restate 
this question. 

Suppose the provision was not in the contract, would the Govern- 
ment be estopped in defaulting for failure to perform ? 

Admiral Murruy. May I have a consultation with Mr. Sass here, 
please? I think we can clear this up. 

(Discussion off the record. ) 

Admiral Murrny. Mr. Chairman, would you allow Mr. Sass, who 
is BuAer counsel, to speak to your counsel, because I think if this 
question is rephrased slightly it can be answered immediately. 

Mr. Kuéorr. Glad to. Did you want to do this privately ? 

Mr. Sass. Yes. 

(Discussion off the record.) 

Mr. Rogzack. On the record, Mr. Chairman, the counsel for the Navy 
witnesses has discussed the matter of meaning of these clauses and 
doesn’t care in the interest of protecting the rights of the Govern- 
ment in some possible future dispute to enlighten the committee at 
this point on either the meaning or the effect of certain clauses in the 
contract. Now, with your permission, we will ask the Navy to sub- 
mit to us a statement in writing as to their understanding of the 
meaning of these clauses, and to inform us also whether such clauses 
have been written into any previous contracts, and also to advise 
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us on the meaning of the patent indemnity clause in the contract and 
to advise us whether any such clauses had also been written into any 

revious contract. In this case I am referring also to rocket 
lesinsinein 

We will consult with the Navy in such a way so as not to prejudice 
the rights of the Government in any manner. 

Mr. MrnsHaru. Mr. Chairman, I wondered if the members of the 
committee could have a copy of this contract? Isittoolong? Which 
paragraphs are in dispute here ? 

Mr. Roxsack. Preproduction sample, paragraph f. 

Admiral Murpnuy. We will be glad to furnish that information. 

Mr. Kixcore. The committee will confer with the Navy with respect 
to what use is made of the information. ’ 

Mr. Ropacx. Is it a fact that this contract calls for a firm schedule 
of production deliveries regardless of any other provision in the con- 
tract? That isa question of fact ? 

Mr. Hauck. I would say it does; yes. 

Mr. Rosacx. Admiral Murphy, what is the total number of engi- 
neering changes now outstanding ? 

Mr. Hauck. It is in negotiation; you better ask if we can disclose 
it in hearing. 

Admiral Mcurpry. Pardon me, would you repeat the question ? 

Mr. Rozackx. How many engineering changes to specifications and 
drawings have now been requested by the contractor ? 

Admiral Murpny. That is, how many changes has the contractor 
requested? Can you give that? 

Mr. Hauck. I understand it is approximately 130 changes. 

Mr. Roracx. Do you consider that in an advertised production, 
Admiral Murphy, a normal condition, or is that an indication that 
these drawings and specifications were really not proved out? 

Mr. Ler Morcan. Could I answer it ? 

Admiral Murrnuy. I will be glad to talk to it. 

Mr. Chairman, this situation is typical of the set of circumstances 
where you have attempted to procure from the developer drawings 
and specifications and which have not yet been tested by any reason- 
able production quantity. It was for this reason that there was a 
limit of 150, because there was every expectation on the part of the 
Navy that there would be discrepancies in the drawings that would 
require proving out, as you went into production. Now, when we 
had the drawings and we had the specifications. As I said in my 
statement, in trying to follow the intent of the armed services pro- 
curement regulations and the intent of Congress, we formally ad- 
vertised the procurement. It was fully anticipated, as I said, that 
there would be changes. 

I think I can truthfully say that the great bulk of these changes 
were minor ones, such as slight drawing errors of tolerances or 
dimensions which are frankly things you must expect until you have 
proved the production package by actual production. 

Mr. Ropack. Weren’t a good part of these prior to any production; 
that is, these requests for modification ? 

Admiral Murrny. Normal practice of any manufacturer when he 
is going into production is to effect production engineering, and this 
involves the detailed checking of the drawings against his planned 
tooling. A man may use different production methods which also 
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vary from one contractor to another. So that one of the jobs he has 
to do is fit these drawings to his detailed methods; so I would antici- 
pate there would be request for changes before any production actually 
started. 

Mr. Ecxuarr. Admiral, could we establish at this time the date 
that is implied on page 2, beginning of the last paragraph on that 
page, where you talk about the development of a 19-round launcher 
that was undertaken ? 

Admiral Murry. Where was that, sir? 

Mr. Ecxnarr. That is the second sentence in the last paragraph 
on page 2. 

Admiral Murrny. This starts, “Development of a 19-round 
Jauncher” ? 

And you wish the date? 

Mr. Ecxuarr. That development was undertaken. 

Mr. Ler Morean. The development of these cluster launchers was 
confined to the Naval Ordnance Test Station. 

I have their record of contractual development work and I am 
trying to locate the date that this launcher first appears, if you will 
excuse the time delay here. 

We had a date here, 4-29-52. 

Mr. Rorack. Is that the first development contract ? 

Mr. Ler Morean. This is the first I have come though in this book. 
I won’t guarantee that is the first date. But here is a date for the 
development of 8 units of a 19-round launcher for the 2.75-inch FFAR, 
23/,-inch rocket. 

Admiral Mureny. If the Chairman wishes we will be glad to make 
a detailed study here, and if this date is not correct furnish you either 
confirmation of this date or the actual date. 

Mr. Kircorr. We will appreciate that. 

Mr. Ropack. Do you have the contractor’s name for the first de- 
velopment ? 

Mr. Lee Morean. Yes; Century Engineers. 

Mr. Ropsack. Were there any other development contracts with 
other contractors ¢ 

Mr. Ler Morean. Yes; there were several efforts to develop 19- 
round launchers with other contractors. I can recall a couple from 
memory. Noville & Associates, in Los Angeles. I believe the Multi- 
tek Co., of Los Angeles, did some work for the station for 19-round 
launchers. 

I don’t recall any others offhand. 

Mr. Rosack. Are the present drawings and specifications based 
upon your contract with Century Engineers or is that a different 
contract 

Mr. Ler Morgan. Yes, sir. 

Mr. Roracx. In other words, was that based upon the 1952 contract 
or is that based upon succeeding contracts ? 

Admiral Murrnuy. No. 

Mr. Lee Morcan. No. These drawings in here that we are pro- 
ducing the Aero 7D against are the evolution of a series of small con- 
tracts with Century Engineers, wherein we progressively tested and 
proved, tested and proved until we came down to the final models 
which we considered acceptable for service use, and these drawings 
have been modified very extensively. 
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They certainly are not the 1952 drawings, and before they were re- 
leased to production they were sent through the Naval Ordnance Test 
Station’s production engineering department for correction of as 
much error as they possible could. 

Mr. Roswack. Is it your judgment, Mr. Morgan, that when you 
turned these drawings and specifications over to product manufacture 
that they were fully adequate for that kind of procurement ? 

Mr. Ler Morean. They certainly were. In my opinion they were 
adequate for the type of contract that we released. 

Mr. Rozack. Does the Navy Department check these drawings and 
specifications for what you term “minor modifications” ¢ 

Mr. Ler Morcean. No, sir. That work was performed for us by 
the Naval Ordnance Test Station. 

Mr. Rosack. Well, does the contractor place the stamp of approval 
on these and is that the end of it? Or do you, subsequent to accepting 
these from Century Engineers, check the drawings and specifications, 
determine their adequac’ y in the light of your contract with them and 
then say to the product manufacturer, “This is what you bid on”? 

Mr. Ler Morean. Let me tell you what actually happened. Under 
direct contract with Century Engineers by the Navy Ordnance Test 
Station they were required to deliver a set of reproducible drawings 
and specifications covering the item they developed under the contract. 
The drawings and specifications were delivered to the station, re- 
viewed by the station, authenticated, and shipped to the Bureau of 
Aeronautics for our procurement purposes. 

Mr. Rosack. And after that point no changes were made by the 
Navy in the drawings and specifications ? 

Mr. Lee Morean. There have been many changes made in the draw- 
ings and specifications. As we have found the need for correction of 
these production compatibility problems that the admiral touched on, 
we are keeping our drawings current. It is especially important we 
do that in view of the Air Force’s procurement. We have turned over 
all the changes necessary, as a result of our production experience, 
to the Air Force. 

Mr. Rosackx. Who was responsible for specifying the Cleveland 
Container phenolic tube or equal? Is that the Century Engineers or 
the Navy? 

Mr. Lee Morean. I don’t know whether you would call it a matter 
of responsibility. 

The fact of this matter is in the development of the Aero 7 series 
launchers and I would like to show how we arrived at the Cleveland 
Container tube if I may. 

In the beginning we followed the experience that we had developed 
in the Aero 6 and the contractor for the M—A-3 series. We used a 
paper tube impregnated with ethyl cellulose. We found when we ex- 
panded this cluster of 7 rounds to 19 rounds the blast of the additional 
number of rockets was excessive. The paper tube so impregnated 
could not take the stresses and strains of rocket blast. We abandoned 
this type of tube as being inadequate. The search for other tubes was 
initiated. We tested dozens of different types of tubes. Fiber-glass 
tubes, various types of asbestos tubes, and we finally came to the : 
cheapest and most effective tube that we could locate and it happened 
to be a tube that was obtained from the Cleveland Container Co. This 
tube met all requirements. When the drawings were prepared for 
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our production purposes, the contractor, Century Engineers, put down 
“Cleveland Container tube or equal” on the drawing. 

The “or equal” meant that anything else that would provide equal 
performance was acceptable. Performance is the prime requirement 
against these drawings. Now, to further outline or clarify what the 
“or equal” meant, we got a specification from the Cleveland Container 
Co. which presumably reflected exactly what this tube consisted of. 

It had its physical properties and its test properties given to us. We 
included that in our production specification to indicate to any po- 
tential supplier of these tubes that, if he met these requirements, he 
would have an acceptable tube for this launcher. 

Mr. Rosack. Did Cleveland Container ever represent to the Navy 
that this tube would meet specifications ? 

Mr. Lex Morcan. Yes, sir. They gave us the specifications alleging 
that, in fact, these requirements were the parameters for performance 
of the actual physical tubes that we had put into many launchers and 
tested in the past and accepted them. 

Mr. Ropack. Had Cleveland Container ever reversed that repre- 
sentation or do they still maintain it? 

Mr. Ler Moraan. No; we found that there was an error, an appar- 
ent error, in the specification for this tube as regards its compressive 
strength. I believe that I should possibly rescind the remark about 
error and say it is a point of confusion about the compressive strength 
of the tube. They maintain that the compressive strength of this tube 
that they gave us was based on the compressive strength applied to a 
l-inch diameter sample and not to a 234-inch diameter sample and 
that actually for the 234-inch diameter sample the strength would be 
in the range of 4,000 pounds per square inch to 7,000 pounds per square 
inch. I believe our specification calls for a higher strength than that. 

I have forgotten the exact figure. Let me give it to you. We re- 
quired originally a compressive strength of 7,000 pounds per square 
inch. We reduced that requirement, due to this clarification by the 
Cleveland people, to 4,000 pounds per square inch with no upper 
limit on it. 

Mr. Ropackx. When you say there was confusion, do you mean that 
the specification was written on the basis of the representation by 
Cleveland which subsequently they advised you was not warranted; 
is that correct ? 

Mr. Ler Morcan. They didn’t advise us directly. When the Be-Ge 
Co. ordered their first tubes for the 150 preproduction samples, the 
inspector at San Francisco performed some tests on these tubes to 
see they met the specification requirements, and reported to us that 
they were apparently deficient in the matter of compressive strength 
and anuiad us to investigate and advise. 

Mr. Rosack. Who advised you on that? 

Mr. Lee Morean. The inspector of Navy material at San Fran- 
cisco; who is the cognizant inspector for the Be Ge Co., advised us 
in writing that apparently the tube did not meet specifications. 

Mr. Rosack. Are you stating that when you accepted that specifi- 
cation for the tube you were under an understanding that Cleveland 
Container thought that would meet the specification ? 

Mr. Lee Moraan. Yes. 

Mr. Roracx. Now I believe we have testimony in the record that 
the Cleveland Container people were not consulted with regard to 
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that; that is to say, that this specification was written either without 
their knowledge or without their concurrence. 

Mr. Lez Morcan. Let me consult my records, please. 

Mr. Ropack. May we have a response, Mr. Morgan. 

Mr. Lee Morean. Yes, sw; I was waiting for your attention. I 
have a letter in my files, dated 1st of June 1955 on the letterhead of 
the Cleveland Container Co., which states in part that this letter, 
addressed to myself by name—this letter is in response to a request 
made by Mr. a Morgan for additional information on phenolic 
disposable rocket-launcher tubes at the meeting in Washington on 
May 26 with a representative of the Cleveland Container. In this 
letter the company describes the tubing that they had supplied for 
2-inch rockets, and enclosed a proposed specification for this tubing 
which was placed into our Aero 7D specification and was supposed 
to meet the requirements or be the same tube we had used in our 
launcher developed by Century. 

Mr. Rozacx. When it was ascertained that this tube did not meet 
the specifications, then the Navy proceeded to waive the specifications 
on how many tubes and for what purpose ? 

Mr. Lee Morean. When the report was made to us by the inspec- 
tor that the tube apparently did not meet the specification require- 
ments, I sent an inquiry to the Naval Ordnance Test Station so 
informing them and requesting them to investigate and determine 
whether this was an error in the specifications or whether the tubes 
that we had procured and used in the past actually met these re- 
quirements. 

I might add at this time, I called the local representative, Mr. 
Simms, and informed him of our difficulty, and I subsequently spoke 
to a representative of the Cleveland Container Co. on the telephone, 
who advised me that the specification was in error and the strength 
requirement should be reduced, that these tubes that had been sup- 
plied to the Be Ge Co. were as good as and, in other words, better 
than the one that Century had used successfully in our previous 
Jaunchers. 

The station ran some tests on some old launchers that Century had 
manufactured and had on hand, and confirmed that this was a fact. 
On the basis of this factual information we authorized the inspector 
to accept these tubes with a minimum of 4,000 pounds per square 
inch, and have so amended our specifications. 

Mr. Rosack. You mean because they were acceptable or because 
they were needed by the contractor for production ? 

Mr. Ler Morean. Because they were acceptable. They were ac- 
ceptable because we had established by test that they in fact were 
the tubes that had been used successfully in the development of this 
rocket launcher. 

Mr. Rozack. You are not stating that you are revising your speci- 
fication ? ' 

Mr. Ler Morean. I certainly am. We have revised it. 

Mr. Rosack. You have revised your specification downward ? 

Mr. Ler Morean. Yes; to reflect the actual requirement of the tube. 

Mr. Rorack. When did that occur? 

Mr. Lez Morean. As soon as I had the fact from the test station we 
so informed the inspector at San Francisco and allowed him to accept 
tubes with this strength requirement. 
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Mr. Rosacx. Isn’t it a fact that the original contract specification 
requirements were waived because the contractor had his men stand- 
ing around and launchers ready to be produced and he couldn’t get 
any tubes that would meet specifications, so you waived them; isn’t 
that the situation ? 

Mr. Ler Moraan. No, sir. 

Mr. Rosack. Did you waive the specifications for all the tubes 
on this production contract ? 

Mr. Ler Morean. Oh, yes; and for future contracts. These speci- 
fications covering this tube have been changed. It is now in line 
with what it should have been in the first place. 

Mr. Rorsack. Is that the tube that the Cleveland Container is pro- 
ducing and can produce? 

Mr. Lee Morean. That’s right. 

Mr. Rosack. For the price that was represented to the contractor ? 

Mr. Ler Morean. I know nothing about the price. I don’t know 
whether there has been any change in price or not. I don’t believe 
there would be, because Cleveland was delivering a tube which in their 
opinion met a certain strength requirement. It was academic to them 
whether we had misinterpreted whether it should be 7,000 pounds 
strength or 4,000; the tube was the tube. It made no difference to 
them in their pricing whether we thought that it met 7,000 pounds 
per square inch or whether, in fact, it would meet 4,000 pounds per 
square inch. 

Mr. Rosack. Is it your testimony that the only problem for the 
contractor now is the capacity of Cleveland Container or any other 
producer and not the quality of the tube? 

Mr. Lez Morean. The tube problem does exist. We are currently 
testing sources for other tubes at the Naval Ordnance Test Station 
to develop a more open market. We have high hopes for successful 
qualifying of another tube from a company, and I believe the Globe 
Container Co. is qualifying a tube presently at the Naval Ordnance 
Test Station. There are certain tests that have to be performed and 
they have supplied samples that are very promising. 

Mr. Rorsack. You gave instructions to waive the specifications be- 
fore they also were revised on a number of tube deliveries from Cleve- 
land Container; is that right ? 

Mr. Lee Morcan. We instructed the inspector to accept the tubes 
on the basis of the revised strength requirements; yes, sir. After 
tests. 

Mr. Rosack. Did you state in any of those waivers that the orig- 
inal specifications were to be maintained ? 

Mr. Ler Morcan. Let me look up and see exactly what I told him. 

I have a dispatch from the Bureau to INSMAT, San Francisco-Los 
Angeles, and NOTS, Naval Ordnance Test Station. The date time 
group is O-3-1918-Oct. 

Mr. Eart Morgan. What was the date? 

Mr. Ler Morean. O-3-1918 

Mr. Ropackx. What is that translated into the English language? 

Mr. Ler Morcan. The date is the 3d of October and the 1918 refers 
to the time, Greenwich time. It states in substance, referring to their 
dispatch that informed us of the difficulty, approved tube compressor 
strength range 4,000 to 7,000 pounds per square inch, water absorp- 
tion 25 percent maximum, uniformity of the color of the tube not 
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critical. The inspector had commented on the variation of shading in 
the tube and wanted to know if that was an indication possibly of 
faulty manufacture. 

Mr. Rozpackx. What I am trying to clear up for the record, Mr. 
Morgan, is this: We had testimony from Cleveland Container that 
they were manufacturing a tube more or less of a commercial type 
and that this tube was written into the specifications, or at least 
this is the tube they had available to produce and that it didn’t meet 
specifications. 

The manufacturer needed tubes to keep his production line going, 
so waivers were issued on specifications, several lots requested to be 
delivered from Cleveland Container, several waiver orders were issued. 
My question is, Did the waiver orders on specifications go to a specific 
lot of tubes or is it now standard for all tubes that i, ale Con- 
tainer or anybody else will produce ¢ 

Mr. Ler Morgan. You have touched on another thing. I was limit- 
ing myself to the specification requirements, meaning the require- 
ments for compressor strength and water absorption. That specifica- 
tion has been changed, and will remain changed for the future. 

It is now 4,000 pounds per square inch—what the tube always did 
and is doing now. There is a matter of deviation in the OD and ID : 
m the tubing that Lieutenant Commander Tavernetti is a little better 
qualified to speak to than myself. 

Lieutenant Commander Tavernetti. On a trip to the west coast we 
had a conference at the Be-Ge Corp. in which they brought up the 
matter of the tubes not meeting drawing size configurations, and at 
this meeting was the NOTS and the INSMAT San Francisco, that is, 
inspector and naval material office; also, there was a representative 
from the Cleveland office of the inspector of naval material, and with 
the help and advice of the technical people from NOTS and the meet- 
ing of the minds between the two inspectors’ offices as to how you 
measure these tubings. There is a difference between one person 
measuring it and another person measuring it. There was in hand at 
the Be-Ge Corp. a number of the tubes on hand, not in this particular 
conformation; however, we did allow them an increase of 0.007 inch 
on the OD and an increase of 0.007 inch on the ID. 

Mr. Kincorr. What is OD and what is 1D? 

Lieutenant Commander Tavernetri. Outside diameter and inside 
diameter. The outside diameter—again with the help of the NOTS 
experts it was determined that it was a matter of assembly of the 19 
tubes within the outer ring. Inasmuch as tubes of that size had never 
been attempted to be produc ed or clamped together by an automation 
manner it was decided that to prove whether the drawing was as 
accurate and, in effect, proper, this deviation was not considered 
significant. 

On the ID of the tube, or inside diameter, the change to 0.007, and 
there is naturally indicated on the outside diameter tolerances of the 
rocket and is well within the Inyokern people’s opinion as safe and 
adequate. The determination of whether to leave these what you 
might call deviations as such in the drawings or to modify the draw- 
ings is not a decision that has been made yet. 

Then obviously it makes the tube easier to build and still meet 
specifications. The first 150 preproduction samples were made within 
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these tolerances, and the Cleveland people have told me over the 
phone that they can build tubes to these tolerances. 

Mr. Rosack. To these revised tolerances for the 150 preproduction 

samples ? 

Lieutenant Commander Tavernertt. Yes, sir. 

Mr. Ropack. So you are contemplating, but have not made final 
the question whether you will revise downward to the tolerances for 
the 150? 

Lieutenant Commander Tavernetti. That is correct, sir. Wethink 
that these tolerances now are adequate and will satisfy production pro- 
cedures and methods. 

Mr. Rosack. Is that confidence shared by the contractor, to your 
knowledge? 

Lieutenant Commander Tavernertt. I haven’t as yet discussed that 
part with him. Perhaps Mr. Morgan can answer that. 

Mr. Lee Morean. He is only gong to purchase tubes that he thinks 
will meet the requirements of the contract. 

Mr. Rosack. That is his problem; isn’t it ? 

You wrote a specification, but that is his problem. 

Mr. Ler Morean. I rev ised the specification where it was required. 

Lieutenant Commander Tavernertti. There is one clarification here. 
This is the size deviation on drawings and Mr. Morgan was confirming 
himself to specifications. 

Mr. Ropack. If those revised tolerances are accepted by the Navy 
for regular production run, is it proper to understand that that tubing, 
which is more or less the tube that Cleveland Container now produces, 
will be less expensive than a tube to specifications ? 

Lieutenant Commander Tavernertt. I don’t believe that it will 
affect the cost any. 

Mr. Horirretp. As a matter of fact, they can’t make the tubes to 
the previous tolerances ? 

Lieutenant Commander Tavernetri. They did, sir. They have 
some up there now what they have. The thing is that they are a little 
concerned in that these tubes if they aren’t assembled and packaged 
within a reasonable length of time, they do tend to change size. 

Mr. Hottrrevp. Exactly. Im other words, your environment will 
affect them more than the tolerances which have heretofore been 
allowed. 

Lieutenant Commander Tavernetti. No, sir; not if they are in- 
stalled in the launcher. 

Mr. Hottrrevp. Can you testify that that is so after they have had 
their humidity and environmental tests ? 

Lieutenant Commander ‘TaverNerti. Perhaps Mr. Morgan can 
answer that. 

Mr. Lee Morean. We don’t perform a humidity and environmental 
test there on the tubes per se. We only perform that test on the com- 
pletely assembled launcher. 

Lieutenant Commander Tavernettt. Yes. 

Mr. Ho.irrevp. That is true; I realize that. Once you install them 
in an assembled launcher and if, under humidity test, they vary more 
than the allowable tolerance, then you are in trouble; is that not true? 

Mr. Lee Morean. No, sir. The problem that Commander Taver- 
netti was outlining was an assembly problem with the tubes that are 
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excessively out of tolerance on the outside diameter. You can only 
et so many together. They are either going to go together or not. 
Ones they are together you have an acceptable assembly cluster. 

Mr. Houtrretp. But then after the assembly occurs, these launchers 
are submitted to certain tests—vibration tests is one. 

With the rockets installed in the tubes, and they have to give enough 
protection to the rockets so the rockets are not damaged. The ad- 
miral just testified this morning that upon the receipt of the launch- 
ers, testing launchers, at a testing site that there was a factor of 
rocket-head instability. So that element has to be considered after 
the assembly. It is also true that you require certain humidity tests. 
These tests are obtained by putting them in chambers with certain 
amount of dampness and leaving them for a certain length of time 
and taking them out. This type of a test is supposed to guard 
against a Setechedition in storage, in tropical or humid climates and 
other weather factors. 

So, if your tubes met your tolerance tests before they are given 
humidity tests as final assembly and then they fail to meet it, you 
still have trouble on your hands, and you had plenty of trouble along 
there because of this factor, have you not? 

Mr. Lee Morean. No, sir; no. 

Lieutenant Commander Tavernettt. These containers are airtight. 

Mr. Lez Moraan. They are not affected by moisture. 

Mr. Horirrecp. Why do you give the humidity test ? 

Mr. Ler Morcan. We don’t. We give it a salt-spray test. We are 
only concerned with the exterior of this launcher once it is put into 
its shipping-container configuration. It is then hermetically sealed. . 

Mr. Horirreip. You don’t give these launchers a humidity test? : 

Mr. Lee Morean. We give them a salt spray. 

Mr. Hortrtetp. What is that? Is it a fog with water? 

Mr. Ler Morcan. Were you referring to that as humidity test? It 
is far more stringent than just a moisture test. 

Mr. Houirirevp. That is true. If your assembly fails to pass those 
tests, there have been occasions when rocket launchers have been de- 
cided to be not satisfactory because of not meeting humidity tests, 
moisture tests, spray tests, whatever you want to call it. 

Mr. Lee Morean. No, sir; they have passed this test. 

Mr. Ho.trrevp. I am not talking about the 19-rounders; I am talk- 
ing about previous tests. 

Mr. Ler Morean. I beg your pardon. I am talking about 7—A. 

Mr. Horirrevp. I am talking about previous tests that have been 
turned down because they showed too much variance after being ex- 
posed in these moisture chambers. 

Mr. Lez Morean. The 6—A is susceptible to that difficulty. The 7-D 
is a big improvement over that condition. We have eliminated that. 

So this matter of the tubing that Cleveland is supplying is not a 
problem. 

Mr. Ho.irtetp. There is no problem of these tubes changing con- 
figuration after they are assembled and put into the spray chamber. 

Mr. Ler Morean. No, sir. 

Mr. Houirtecp. You have had no failures on that account ? 

Mr. Ler Morean. No, sir. 

Mr. Howtrtecp. Have you used these launchers in firing tests after 
they were submitted to the vibration and the moisture tests ? 
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Mr. Lee Morean. Yes, sir. The Naval Ordnance Test Station has 
performed many tests of that nature. 


Mr. Hottrretp. Now we are speaking of the 19-rounders. 

Mr. Ler Morean. Yes, sir. 

Mr. Hottrievp, After you had these 150 preproduction samples com- 
pleted and you subsequently had them put through the vibration test 
and the humidity test and then fired in that sequence or in a reverse 
sequence of humidity and then vibration and firing; you have had 
launchers fired under those conditions ? 

I am talking about the identical same launcher. I am not talking 
of an assembled launcher and taking it out and firing it, and taking 
another assembled launcher and putting that through vibration and 
humidity test. I am talking about an identical launcher and giving it 
the vibration and humidity test, and in either sequence, and then fired. 

Mr. Ler Morcan. We did not do that at the Dayton T. Brown Lab- 
oratory, but I believe the Naval Ordnance Test Station has done that. 

Mr. Hoxirievp. Will you supply to this committee verification of 
that fact, because I know in previous contracts for launchers you re- 
quired that type of testing. 

Mr. Lee Moraan. We require that in this 7-D launcher too. 

Mr. Hourrreip. The committee would like to know if you required 
it in the 19-rounder and if that formula has been followed and how 
many of fa se 150 preproduction samples have been put through that 
process. Am I correct in understanding that you have tested 150 
or that you have tested part of them ¢ 

Mr. Len Morcan. The 150 has been delivered; all of them have 
not been fired as yet. Incidentally, may I state that it is a specifica- 
tion requirement that this is in the 7D specification and will per- 
formed on all of the launchers delivered under the Be Ge contract. 

Mr. Hottrrevp. But you have shipped the 150-——— 

Mr. Lee Morcan. Not production—production lot samples will be 
cycled and fired. 

Mr. Hottrtetp. Cycled through the vibration and the humidity or 
the spray test and then fired ; samples will be done? 

Mr. Lee Morean. Yes; that is the specification requirement on 
that. 

Mr. Howtrrecp. That is why it would be interesting to know if 
you followed that in your 150 preproduction samples which I under- 
stand you have approved. 

Mr. Ler Morcan. We have accepted. 

Mr. Rosack. But you have not used that cycling of testing. 

Mr. Ler Morcan. We didn’t go on that at Dayton T. Brown. We 
ran an accelerated test on these 150 units. We wanted to get as much 
information as we could, and we conducted our firing test concur- 
rently with the environmental test. 

The results of that test incidentally show no indication that the 
tubing has suffered in any way due to any absorption of moisture. 

Mr. Rosack. While we are on the testing procedure, have you any 
production rocket launchers that are being shipped for testing pur- 
poses, for acceptability ? 

Mr. Ler Morean. Yes. 

Mr. Rozack. How many have been produced and how many have 
been delivered ? 
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Mr. Ler Morean. Lyle, could you handle this? We are shipping ' 
some to the Naval Ordnance Test Station. 

Mr. Bercrer. As of today all of the preproduction samples have 
been delivered, and we received a telegram this morning telling us 
that 116 launchers have been produced under the production contract. 
All are satisfactory ; 49 are unshipped. 

Mr. Houtrrettp. When you say all are satisfactory; what do you 
mean ¢ 

Mr. Bercrier. This means that they have been accepted. 

Mr. Hotirrerp. Inspected by the naval inspector at the production 
plant ? 

Mr. Bercrer. Yes. 

Mr. Houtrrecp. As being—as conforming to specification and 
drawings ! 

Mr. Bercrer. Yes, sir. 

Mr. Hotirtevp. But not as having been tested 4 

Mr. Bercrer. No, sir. 

Mr. Rosack. Is that the total number produced to date ? 

Mr. Bercrer. This is the total number produced to date. 

Mr. Hotrrtevp. This is in addition to the 150 preproduction 
samples ¢ 

Mr. Bercter. Yes. 

Mr. Hottrtevp. These are production-line samples and not hand- 
made samples; are they ? 

Mr. Bercrer. Yes; they are production line samples. 

Mr. Rozsack. What is a lot for shipping and testing purposes and 
how many of the lot do you select ? 

Mr. Bercter. I couldn’t tell you at this time what a production lot 
consists of or how many are made up in a lot. 

Mr. Lee Morean. I can provide that answer. 

Mr. Rosack. All right. 

Mr. Ler Morean. It is defined as comprising 500 consecutively pro- 
duced launchers; no lot shall be less than 100. 

Mr. Rosack. Does that mean the lots vary ? 

Mr. Lee Morean. Yes; that depends upon the production capabil- 
ity of the supplier. 

Mr. Rozackx. What is your sampling procedure for fire-testing 
purposes ? 

Mr. Lee Morcan. The samples for fire testing are those which 
have been selected for environmental testing. As I explained, all the 
samples that are environmentally tested and cycled are subjected to 
the firing test. 

Mr. Rosacx. What is the number per lot? 

Mr. Lee Morean. That is contingent upon the size of the lot and 
se determine the number from that lot on a statitstical sampling 

asis. 

Mr. Rosack. You mean that you do not have a finite number of 
samples per lot? 

Mr. Lee Morcan. We have a finite number. We don’t have a 
fixed number for every lot. 

Mr. Hortrrexp. In order to clear this up, what is the variance al- 
lowed in lots? It is fairly close, isn’t it? 

Mr. Ler Morcan. One hundred to five hundred. 
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Mr. Hottrrexp. In other words, a lot could be 100 or a lot could be 
500? 

Mr. Ler Morean. Yes. 

Mr. Hotirrevp. According to the run of the producer ? 

Mr. Ler Morean. Precisely. 1 will show you how we develop the 
samples if you care to. 

Mr. Roszack. We would like to have it. 

Let’s put it this way, Mr. Morgan. On the average, how many 
samples do you pull from a lot of 100? How many samples do you 
pull from a lot of 500, without going into the mathematical compu- 
tations? 

Mr. Lee Morean. In a lot of 100 we may take as many as 3 sam- 
ples; 500 we will probably go up as high as 8 samples 

Mr. Rorack. Let us suppose that you have 8 samples in a lot of 500, 
how many of those in the lot of 500, how many of the 8 samples can 
fail before you reject the lot? 

Mr. Lee Morean. In firing tests? 

Mr. Rosack. Yes. 

Mr. Lee Morean. Any one. 

Mr. Rosack. Is it optional ? 

Mr. Lez Morgan, Is what optional ? 

Mr. Rosackg. Is it optional on your part as to whether it is one or 
more failures, or if any one fails then the lot is rejected; is that 
what you are testifying ¢ 

Mr. Lee Moraan. The firing test is classified as a critical defect, 
and if it fails in firing test it is rejected, the lot is rejected. 

Mr. Rosack. If any one of those samples fails in the firing test the 
lot is rejected ? 

Mr. Ler Morean. [If it blows up; that’s right. 

Mr. Hottrtewp. Let’s get this down straight, because this isn’t in 
accordance with your previous practices. You had a mathematical 
formula that you tested so many, and if so many in that sample test 
failed you would double the number, and if so many in that failed 
you would do something else. Let’s get this straight so we will know 
exactly what we are doing. 

If at any time members of the staff ask you a question which is classi- 
fied, we will put upon you the reaponaihility of informing the com- 
mittee or the staff that it is a classified matter and we will accept your 
interpretation of it and take the matter up in executive session, if it 
is necessary to take it up. 

Admiral Murpuy. We understand, Mr. Chairman. 

Mr. Lee Morean. In accordance with the specification, paragraph 
4.6, lots failing to pass inspection in testing shall be subjected to the 
requirements of Mil standard 105, paragraph 12. Mil standard 105 
is the sampling procedures and tables for inspection by attributes. 
And paragraph 12, resubmitted lots. When the supplier elects to re- 
submit a rejected lot the supplier shall first inspect the rejected lot, 
repair or remove all defectives, and then present the units as a resub- 
mitted lot. And we will use the sampling procedures in this Mil 
standard for further testing. 


Mr. Rosackx. How many opportunities does he have; one, for re- 
submission ? 
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Mr. Ler Morcean. This specification does not go any further in this 
paragraph on testing. 

Mr. Ho.trrecp. May I pursue my original question. You have a 
formula of selecting so many of these samples, apparently at random, 
from a lot. The question I want to propound is this: If you select 
3 from a lot of 100, as an example, 2 of those passed and 1 does not 
pass, do you ask that a resample be submitted or do you have a toler- 
ance of so many failures within each sample lot ? 

Mr. Lee Morgan. In the case of a defect of this nature, we request 
them to rework the lot, ascertain that it is corrected, and then we 
resample. 

Mr. Ropack. But there is nothing in the contract or in the Mil 
spec which limits the number of times he can resubmit a sample? 

Mr. Lee Morean. In this specification, this standard which is sta- 
tistical sampling, we would go to tightened inspection. If the defect 
got progressively worse, the Government can elect to go from normal 
inspection procedures to tightened inspection procedures. In other 
words, if the red flag goes up that here is trouble we can, under this 
specification, at our option throw in a tightened inspection procedure 
which tests so many samples that the probability of getting a launcher 
with such a defect is virtually nil. That is the purpose of this sam- 
pling procedure. It provides great protection to the Government. 

Mr. Rorack. This is a radical departure, is it not, from the pre- 
vious sampling procedures ? 

Mr. Lee Morcan. Yes; based on our past experience, we have im- 
proved our sampling procedures. 

Mr. Rosack. When you talk about a failure, how is that defined ? 

Mr. Lee Morcan. The launcher package must remain intact on the 
pylon—this is in the firing test—and sustain no damage except peel- 
ing, darkening of the exposed surfaces, minor tube ruptures, and bend- 
ing or breaking of the ground contact on the rear bulkhead. In a 
word, structurally it must remain together. 

Mr. Hotrrrevp. Is that from a stationary firing test or in flight 
firing test ? 

Mr. Lee Morcan. This isa stationary firing test. 

Mr. Rorsacx. Does the failure to fire constitute a failure? 

Mr. Lee Morean. Yes; we have established a statistical level for 
the firing level. 

Mr. Rosack. Will you correct my understanding, if it is wrong, 
that if 5 out of 6 samples, let us say, in a lot, if the lot had 6 samples 
and 5 failed to fire, is it not possible that you would still accept the 
lot? 

Mr. Ler Morean. Five samples out of six—launchers now? 

Mr. Rorack. Five rockets failed to fire out of a sample of six 
launchers in alot. Could you still accept the lot ? 

Mr. Les Morean. It depends on the total number of rockets in- 
volved. 

Mr. Rorackg. Is it possible ? 

Mr. Ler Morean. We permit a lot to be accepted in firing test— 
let me make this clear—we permit acceptance of a lot of launchers 
in firing tests if some of the launchers fail to fire out their individual 
rockets. We have to establish some sort of an acceptable level. We 
don’t. have perfection in this material any more than we have in 
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anything else. So we have established a statistical level which deter- 
mines when we reject the lot and when we accept the lot. 

Mr. Rosackx. Admiral Murphy, is the contractor in a delinquent 
status at the present time? 

Admiral Murrnuy. The question, Mr. Hauck, is Is the contractor 
in a delinquent status at the present time? 

Mr. Havok. I would say he is. 

Mr. Rosackx. What is that based on? Is that based on his deliveries 
according to the schedule in the contract ? 

Mr. Hauck. If the contract is strictly interpreted; yes. 

Mr. Rorack. Do you mean that he has delivered the number speci- 
fied in the delivery schedule or hasn’t, or are you placing a different: 
interpretation on the delivery schedule? 

Mr. Hauck. No; there is a delivery schedule in the contract. It 
called for preproduction samples at a certain time. He met that 
within 1 month. 

Mr. Rosackx. When was the first production delivery specified in 
the contract ? 

Mr. Hauck. I have the schedule here. The 150 preproduction 
samples in compliance with this contract were due in August 1956. 

Mr. Ropack. Was there an amendment to that? 

Mr. Hauck. Yes, sir; there was. 

Mr. Rosack. When is it now ? 

Mr. Hauck. Wait a minute, we will get to that. It is amendment 
No. 2. 

Mr. Rosacx. What was the first delivery under that amendment? 

Mr. Hauck. October 1956, so I would assume that changed the due 
date on the samples to October. 

Mr. Rosack. The samples were delivered late, but they were ac- 
cepted. 

Mr. Hauck. That’s true, 

Mr. Rornack. How many production deliveries were supposed to 
have been made under the amended contract by the present time ? 

Mr. Hottrretp. Will you please give that by the month according 
to your schedule? 

Mr. Hauck. We released him to production in February; I believe 
it is February 14. Then 1,000 would have been due the first month. 

Mr. Rorack. I asked you, also, whether the delivery dates in this 
contract were a commitment of the contractor, and you said they 
were in substance; did you not? I was trying to find out in earlier 
questioning whether the numbers of items specified for delivery was 
a firm requirement in the contract. I thought you said that they 
were. When you say you released him to production, does that 
mean that the delivery date was contingent upon—that was my orig- 
inal question—was contingent upon your decision to accept the pre- 
production samples or whether that was an independent requirement 
of the contract ? 

Mr. Havcx. I think it is contingent. Mr. Sass should speak to 
that. 

Mr. Hotirietp. Will you identify yourself for the reporter. 

Mr. Sass. I am Frederick Sass, Jr., counsel for the Bureau of Aero- 
nautics. I would like to raise one point before the committee here. 
This is a current contract that has not been completed. The Bureau 
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of Aeronautics may at some time in the future have to enforce various 
provisions of this contract against the contractor. If we claim at 
some time in the future that he has not complied with all of the terms 
and conditions of his contract now 

Mr. Rozack. This question was raised a minute ago, Mr. Chairman. 
It was raised by Mr. Sass on the interpretation of certain indemnity 
waivers and other things, and Mr. Sass said it might be prejudicial 
to the interests of the Government to discuss this. I think the com- 
mittee is entitled to know when production deliveries are required 
under the contract. If they don’t know, and it is a matter of debate 
with the producer, something is very faulty with the contract. 

That ought to be known to the committee. That is not a matter of 
legal disputation at some future date. If you can’t tell us when 
production is to be delivered under this contract, there is something 
seriously wrong with the contract. 

Mr. Sass. The contract contains delivery dates. What the effect 
of these various provisions, other provisions in the contract, are upon 
those provisions—I don’t want somebody else in the Bureau of Aero- 
nautics, who has not examined all the terms and conditions of the 
contract from a possible legal standpoint, to be possibly giving away 
the Bureau’s rights against the contractor or making admissions on 
behalf of the Bureau of Aeronautics that the contractor can use 
against the Bureau in the future. 

We are perfectly willing to make the information available to the 
committee in executive session. 

Mr. Rosacx. This is a public contract and a public document. 
There is no secret about it. 

Mr. Sass. And it speaks for itself with respect to the terms and 
conditions. 

Mr. Ropack. You are saying in effect that you are indulging in legal 
trickery with the contractor if we can’t tell what the delivery dates 
under the contract are. It isa public document. 

Mr. Sass. He can read the delivery schedule from the contract. 

Mr. Ho utFretp. Let’s see if we can’t arrive at a solution here. I 
asked previously—and I assume he was looking up the matter—if he 
would give us the original requirement by the month for deliveries, 
the number per month for delivery. If there was a subsequent change, 
you can give us the change. This certainly does not, would not, 
embarrass you legally. If you have made a change in the contract, 
and it is a matter of judgment on your part that it was necessary 
and the contractor has accepted it, certainly there is nothing involved 
in that that would prejudice your legal rights; is there? 

Admiral Murrpny. I think the question, Mr. Chairman, that is 
worrying Mr. Sass and worrying us is the gray area of interpretation. 

Certainly I don’t think we should have any objection whatsoever 
to reading here what the contract says. It is if we get into a question 
of interpretation on what the other provisions may mean or how this 
is going to work, then I would like, with your permission, to go into 
executive session. 

Mr. Ropack. May I ask Admiral Murphy, for the committee, if the 
contractor has delivered the production units specified in the contract ? 

That is a matter of fact, not a matter of interpretation. 

Mr. Hauck. No; he has not. 
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Mr. Ropaok. Then you have said that, as far as a question of de- 
linquency is coment you interpret the contract that there is not a 
delinquency. Did you say it was or was not a delinquency ? 

Mr. Hauck. Let me say it this time, and then you can understand it. 
There is a delivery schedule in this contract. It was amended once. 
The contractor has not met that delivery schedule. 

Mr. Rogzacx. I asked you before whether he was delinquent, and 
you said if it is strictly interpreted ; did you not ? 

Mr. Hauck. I don’t like to interpret it. The thing that is worrying 
me—let me tell you and then we can see. Delivery of this is predi- 
cated on acceptance of 150 units. There are certain other clauses in 
this contract that I certainly don’t want to interpret. I don’t have 
the ability. 

But they state certain time limits by which he was supposed to tell 
us something and we were supposed to tell him. All he can tell you is 
that 150 preproduction samples were due in August. They were not 
delivered in August. 

Mr. Houirtetp. When were they delivered, please? 

Mr. Hauck. They were delivered, as I understand it, during No- 
vember; the testing of those units, as I understand it, then went on, 
and we authorized him to go into production February the 14th. 

Mr. Rosack. Do you waive any default privileges by that action? 

Mr. Hauck. You are asking me a Soak opinion. I don’t know 
whether I did or not. I only know this, the only amendment to that 
contract was the amendment which changed the delivery schedule on 
the preproduction samples from August until October. Whether we 
Mie it or not is a matter for him [Mr. Sass] to answer. I don’t 

now. 

Mr. Rosack. I can anticipate that he will not like to answer, so I 
won't ask the question, Mr. Ciairinn 

Admiral Murreuy. If I may interrupt: In my statement on page 4 
I made the statement that all preproduction samples were shipped 
from the Be Ge plant by January of 1957. I think the date you 
gave Mr. Hauck was the commencement of the deliveries. 

Mr. Ho.trtetp. Do members have any questions on the points that 
have been raised ? 

You will supply for the record an answer to my question—if not 
now, supply it to the staff—which was the monthly schedule which 
you are now depending upon for the Be Ge Co. to manufacture. 

Mr. Hauck. Yes, sir; we will. 

Mr. Lirescoms. May I ask a question along that line? 

Mr. Hottrrevp. Go ahead. 

Mr. Lirescoms. Has the delivery schedule been changed since the 
preproduction samples were accepted ? 

Mr. Hauck. No, sir. 

Mr. Lrescoms. Has the original delivery schedule been changed 
since the issuance of the contract ? 

Mr. Hauck. Yes, once; we have one amendment that I read to you. 

Mr. Lrescoms. But that amendment was—— 

Mr. Hauck. Only on the preproduction. 

Mr. Liescoms. So the original delivery schedule has not been 
changed as to the production ? 
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Mr. Hauck. This is the gray area, though, and that is why we are 
worried; other clauses in this hinge on the acceptance, and I don’t 
want to express an opinion. Therefore, whether it is implied in this 
or not I don’t know. There are other clauses that would prevent him 
from going on ahead until then. 

There has only been one change in that delivery schedule and that 
has been on the preproduction samples. 

Mr. Lirscoms. Thank you. 


Mr. Ropack. The reason this question was asked, before, in the 
Weatherhead-Polan contract, the delivery dates were made contingent 
upon the acceptance of the preproduction samples, so that since they 
were trying for 8 or 9 months to get the samples the delivery dates 
were put ahead. As the chairman said, the performance of the con- 
tract was being measured with a rubber ruler. I was trying to find 
out whether the same condition obtained here, and the witnesses have 
not been fully responsive to the questions, as far as I can tell. 

Admiral Murpny. Mr. Chairman, I hate to have anyone feel we 
are not trying to be responsive, because we certainly are trying to 
do so. 

I am not familiar with the Weatherhead contract with the Air 
Force. It may well be that part of the confusion here is in the matter 
of nomenclature. We have beet talking about a preproduction quan- 
tity of 150. This, perhaps, is a different interpretation than pre- 
production samples in other types of contracts. 

It may possibly be that that is the source of some of the misunder- 
standing here. 

Mr. Ho.trretp. You say it is a different situation ? 

Admiral Mureny. As I said in my statement, in our contract we 
recognize that this was the first production order after the develop- 
ment, and we have permitted him to only go to 150 and then we had 
a hold on his contract, recognizing that there would be, as I have said, 
probable changes in the drawings and specifications. 

I am not familiar with the Air Force contracts, but I say there 
might be some confusion here as to what we are talking about in the 
terms of preproduction. We are talking about really what amounts 
to a group of—you might almost call them pilot lines. 

Mr. Ho.uirrevp. Handmade models? 

Admiral Murpuy. They were supposed to come off the production 
tooling all right, but we recognized that there would probably be 
difficulties, so we had a hold on this man pending these tests. 

Mr. Hortrrexp. I think that is a wise procedure. Our study of the 
different contracts in this field is to find out primarily what the meth- 
ods of procurement are and whether there is any uniform method of 
procurement in this field and what the peculiarities of this contract 
were. We understand that these launchers have been under research 
and development and preproduction, and now production, for many 
years, at least for 5 years, this so-called paper and plastic type of 
launcher. And we are interested in the methods by which these con- 
tracts have been handled. 

Admiral Murpuy. Not, of course, the 19-rounder, Mr. Chairman. 
This is the first production. 

Mr. Hottrtevp. I said the paper and plastic type starting back with 
the original 120,000, which were built for the Navy by three con- 
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tractors, and coming on up through a series of research and develop- 
ment contracts which you have let on the paper and plastic type, and 
now the Be-Ge Co. and the troubles that you are having getting some- 
thing into production. 

Admiral Murpny. I am sure that once this 19-round launcher has 
been established in mass production, then on the follow-on procure- 
ments we would not use this same procedure. Simply because the 
man has proved that he can build them in quantity. 

Mr. Ecxuart. May I try to establish one point? This is directed 
to Mr. Hauck. Apparent the production delivery schedule is tied 
some way to the approval of the preproduction samples. 

Mr. Hauck. This is my personal opinion. 

Mr. Ecxnart. You gave the contractor the go-ahead, then, on 
February 14, 1957. 

Mr. Hauck. That’s true. 

Mr. Ecxuarr. The delivery schedule is on a monthly basis. More 
than 30 days has passed since you gave approval. How many 
launchers of a production-run variety should the contractor have 
furnished during the first 30-day period following February 144 

Mr. Hauck. I want this understood: This is my opinion. I con- 
sider that he should have delivered a thousand. 

Mr. Ecxuart. Has he delivered a thousand? 

Mr. Hauck. No, sir; he has not. 

Mr. Ecxuarr. How many have been delivered ? 

Mr. Hauck. This is the latest information we have. This wire 
which we will furnish to your committee—we got it this morning. 
One hundred and sixteen have been produced under the production 
contract. This, again, as you said, was satisfactory according to the 
inspector out there. Forty-nine are yet unshippe ‘4, which means he 
now has 165. 

Mr. Ecxnartr. How many here should have been delivered on the 
second month of a production run? 

Mr. Hauck. I’m sorry; 116 are produced. One hundred and six- 
teen is the total produced. 

Mr. Ecxuarr. How many should have been produced on the sec- 
ond month after approval was given; delivered after approval was 
given ? 

Mr. Hauck. I am going to preface this again by, this is my per- 
sonal opinion—3,000. 

Mr. Ecxnarr. So approximately one-half of another 30-day period 
has expired, which would be roughly 1,500, plus the previous thou- 
sand. So actually the contractor “should have been delivering some- 
thing in the neighborhood of 2,000, 2,500? 

Mr. Hauck. Yes, sir. 

Mr. Rorack. Is there an adequate tube souree—— 

Mr. Hauck. Could you give me that quantity again ? 

I’m sorry. How many did you say? 

Mr. Ecxuarr. I was ‘taking half of the 2,000 quantity in the sec- 
ond month since a period of roughly 15 days has expired. 

Mr. Hotirierp. That is why, if I may interpose here, I asked the 
question a few minutes ago as to what these deliveries are a month. 
You can’t assume that the second month is 3,000 because, according 
to your original schedule, you had a thousand to be delivered in Oc- 
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tober and November of 1956, 3,000 in December, and then beginning 
with January 1957, 5,000, February 6,000, March 8,000, April 8,000, 
May 8,000, and June 5,113. 

As I understand it, you set your whole delivery contract ahead 
to February, is that right, by an amendment? Did you or did you 
not amend it? 

Mr. Hauck. I am saying that it is my personal opinion. I am not 
in any position in BuAer to state this, that he couldn’t go ahead until 
he got his authorization on February 14. 

Mr. Houirrevp. All right, that was the authorization on the 150. 

Mr. Hauck. Yes, it said that the 150 were approved releasing him 
to production, sir. That is what it did. 

Mr. Houirrevp. So you actually released him to start his production 
on February 14? 

Mr. Hauck. Yes, sir. 

Mr. Hottrrevp. Can you or can you not tell the committee whether 
you picked up the original contract and the schedule of the original 
contract and transferred the 1,000 that you were supposed to have 
received in October and November to February and subsequently 
months ahead on the schedule or did you change your schedule? 

Mr. Hauck. We have not changed it. We are in negotiation not 
only on this but there will be changes coming up. That delivery 
schedule will be changed and it will be reestablished, and he will have 
to meet it. 

Mr. Rosack. He will have to meet the second one and not the first 
one? 

Mr. Hauck. That is true. 

Mr. Rogsack. Conceivably it could be renegotiated and he would 
have to meet the third one? 

Mr. Hauck. I don’t know. That is conjecture. 

Mr. Rozackx. What is the tube situation with regard to his per- 
formance? 

Mr. Hauck. I have it here. I will read it to you. 

Mr. Houtrtevp. Read it to us. 

Mr. Hauck. This is from the Be Ge Corp. to Bureau of Aeronau- 
tics: 

150 preproduction samples produced and tested according to terms of contract 
N600(a)42125. Results of tests were satisfactory—116 launchers produced 
under production contract all are satisfactory ; 49 are yet unshipped. 

Correlation of subcontracted items are principal problem confronted at this 
time. Approximately 30 small business firms have to be harnessed to maintain 
continuous flow of material. Tubes in process of resolution; 8,700 due to arrive 
March 28 to permit orderly buildup of production, 14,100 more due in 30 days 
with progressive buildup to 100,000 per month as required under production 
schedule. 

Mr. Ho.trrevp. Can anybody here advise this committee what the 
capacity of Cleveland Container per month is for this contract? Can 
you enlighten the committee under your understanding that you are 
still under oath to the committee ? 

Mr. Simms, I can appreciate your desire to answer that question 
because it is your company that is involved. 
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FURTHER STATEMENT OF HARVEY C. SIMMS, MANAGER, WASH- 
INGTON OFFICE OF THE CLEVELAND CONTAINER CO. 


Mr. Sms. I think I testified on the 26th, sir, that our capacity of 
this tube was approximately 50,000 per month. 

Mr. Rosack. And the requirements of the tube at least are 100,000 
per month, are they not? Can anyone answer that? To meet the 
contract, that is? 

Mr. Hauck. I can only read what is here in writing. 

Mr. Rozsack. I am not asking you to go beyond that. Does any- 
body know what the tube requirements for this contract are according 
to the delivery schedule? 

Mr. Morean. Nineteen times the monthly rate. 

Mr. Bercrer. One hundred and sixty thousand per month. 

Mr. Rozack. One hundred and sixty thousand per month? 

Mr. Bercrer. Yes. ; 

Mr. Rosack. Cleveland Container is about a third of that capacity. 
When you read from the telegram that the tube problems are in 
process of being resolved, what did that mean? Does that mean there 
is another producer ready, able, and = to deliver ? 

Mr. Hauck. I prefaced reading this by saying I can only read 
what the contractor has told me. 

Mr. Rozack. We will not limit our investigation to your knowl- 
ed 


Mr. Havcx. You are asking me to interpret this telegram. I don’t 
know. 

Mr. Ropack. Can you answer that question, Admiral Murphy ? 

Admiral Murruy. Inasmuch as we just received this telegram this 
morning, no I can’t. 

Mr. Ropack. Excuse me, I would like to address the question to 
Mr. Morgan, who follows this program quite closely, whether he 
knows if there is any other ready tube source to supply these re- 
quirements under the contract ? 

Mr. Houtrtetp. Acceptable tubes ? 

Mr. Lee Morean. I was trying to find a letter from the naval 
ordnance test station which has hots: conducting this qualification 
program on tubes from various other suppliers. It contained a list 
of names of prospective sources, the result of the testing on these 
sources was very favorable. They are in process right now. They are 
testing now, I spoke with them on the phone yesterday. 

Mr. Rosack. My question went to the production, not to the test- 
ing of an experimental tube. Is there any company that is able 
to produce any tubes before this contract expires ? 

fr. Lez Morcan. The “or equal” is being determined right now. 
I don’t know the results of the test. They may have determined them 
today as an acceptable tube. 

Mr. Ho.irrevp. If you are requiring 160,000 a month, as has been 
testified, from a company and the capacity of the only tube producer 
that has come forward is 50,000 a month, are you not making a re- 
quirement of the contractor which is an unrealistic requirement ? 

Mr. Morgan, I direct that question to you. 

Mr. Lee Moraan. If the situation doesn’t change, he can’t meet 
the production schedule. If there are only a certain amount or num- 
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ber of tubes that can be produced per month that is the limit he can 
produce in launchers. We are trying to correct that situation. 

Mr. Hotirrmevp. We know there are other companies that can 
produce tubes. We are not aware of companies that can produce 
tubes according to your requirements. If you are going to require 
of a contractor the production of an item which requires components 
which have not yet materialized, or of which there seems to be no 
knowledge on the part of the Navy or any other witness that has so 
far testified, it seems to me you are dealing in an area of fantasy 
and not in an area of possibility for the contractor. 

Mr. Lee Morcan. We have every confidence that this tube problem 
can be defeated. It is, as to that, not a difficult problem. 

Mr. Hoxtrteip. You have confidence and hopes all along, but they 
are continually failing. The Air Force came heders us and testified 
that they had all kinds of confidence in the Weatherhead and Polan 
Cos. and the Weatherhead and Polan Cos. in good faith expended a 
million dollars, as the testimony goes, and then the Air Force finally 
came to the conclusion that their hopes and confidences were ill 
founded, and they had to terminate the contract—at the convenience 
of the Government. 

Mr. Ler Morean. I am still highly confident, Mr. Chairman. I 
received an expression of confidence from the technicians at the naval 
ordnance test station who are the experts in this field. I got that 
yesterday, and I reaffirm that. I am extremely confident that this 
problem will be defeated. 

Mr. Hottrrevp. But if the component parts according to the re- 
quirements of your contract are unavailable to the contractor, aren’t 
you putting the contractor in a pretty bad hole? Was it your duty 
as contracting officers to find out whether component parts were 
available in ty ing a man down to this schedule or not? 

Do you put all the responsibility upon the bidder and assume that 
it is up to him to sign a contract to which he produce or is it some 
responsibility of the Navy ? 

Mr. Lee Morcan. When the production rates were set up by the 
Production Division, it was based on what we would like to get. We 
had every hope that we would be able to get that. 

If we have to reconsider our desires in the light of what is physi- 

eally available, we will make a change. 

Mr. Hotirretp. That is obvious. But the point that this com- 
mittee is interested in, one of the points it is interested in, is the 
imposition upon contractors of unrealistic contracts which by the 
very nature of the thing they can’t fulfill and then it becomes a 
matter of judgment through all of your clauses, your legal clauses, 
and so forth, as to whether you will be benevolent or whether you 
will be harsh to a particular contractor? 

You have a wide latitude of judgment to punish or reward in the 
type of contracts, it seems to me, that you are signing with these sup- 
phers. This is of interest to this committee. 

Admiral Murpnuy. Mr. Chairman, a tube will be manufactured. 
As we had established earlier, the spec did call out the Cleveland or 
equal. The people who were asked to bid presumably had an obli- 

gation to determine that these parts which were not Government 
furnished, namely they were parts which they have to procure, 
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whether there were adequate sources at the time to meet the require- 
ments, 

I think that presumably these people who submitted bids against 
the rates that we had asked for had canvassed the various people 
who made tubes and either they determined that there was a source 
that they could count on or that people assured them that they could 
submit samples in time which would meet these specs. 

Mr. Houtrtetp. I agree with you and it seems to me—maybe this is 
necessary—that you are putting a burden upon a contractor and 
either the contractor is not showing business astuteness and alertness 
to realize what he is getting into or the Navy is requiring of a con- 
tractor something which he can’t perform. It is true that we are 
faced with this situation—let the bidder beware, in place of let the 
buyer beware. This committee probably would be unanimous, I 
think, in the opinion that we would say to suppliers, particularly 
small suppliers to the Government, that they should operate on the 
basis of let the bidder beware. Particularly in new items like this, it 
seems to me, the Navy has a responsibility to the suppliers of America 
to warn these people in advance of certain perils which you should 
know about because you have been in this program for years. Here 
comes a new company, the Be & Ge Co., I don’t know the company 
or any person that is involved in it, but apparently in competitive bid 
they bid a low price of something like $90 when there were prices 
that went up way above a hundred dollars. Maybe they were not 
exercising the astuteness which they should have exercised in making 
this bid. I recognize that under the rules and regulations of procure- 
ment, you can take a position that that is their business, that if they 
don’t protect themselves, why it is just too bad, but it doesn’t seem 
to this chairman that this is an attitude which will be fair to sup- 
pliers and which will give the Defense Department in the long run 
the sources which it could expect. As supplier after supplier runs 
into these conditions and incurs losses like the Weatherhead and Polan 
Co. incurred, why they are naturally going to be wary in the future. 
Maybe enough new suckers will come along to supply the bidding list, 
but it doesn’t look very good to me as a way of handling your con- 
tracts. 

Mr. Rornack. Mr. Chairman, I wanted an answer to the question 
from Mr. Morgan, who is under oath of course, as to whether he knew 
there were any other tube suppliers who could deliver on this contract 
before the specified date of the contract runs out, the delivery date? 
He answered in hypothetical terms; he said they were testing some 
tubes. I asked him about production capability. I ask him now 
to answer in the light of our mutual acquaintance with the documents 
which he has supplied to the committee. 

Mr. Ler Morean. I was hunting for that message from the Naval 
Ordnance Test Station which indicates, as I recall, that certain other 
companies have qualified. 

Do you have my correspondence there so indicating? I have been 
searching vainly for that here. 

Mr. Rosacx. I am not directing the question whether somebody 
can produce a tube to specifications in terms of an experimental item 
that is being tested at the testing station. I asked this question. By 
the time the delivery schedule runs out in June, is there any com- 
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pany to your knowledge that can deliver a tube to specification for 
use on this contract ? 

Either you know or you don’t know. The question admits of a 
simple yes or no answer. 

Mr. Ler Morean. ‘As far as I can recall or think of, I know of no 
other source. But there may be something in my correspondence file 
ot you say you have which indicates differently. I don’t remem- 

r. 

Mr. Rosack. I have no information that indicates differently. I 
was merely seeking your answer. 

Mr. Lee Morean. I thought I said you had some files 

Mr. Rosack. I said there’s nothing in the correspondence that 
indicates differently than your answer, which I just got, which said 
you knew of nocompany. That is the answer I was asking for. 

Mr. Lee Morean. I don’t know of any. To the best of my knowl- 
edge, I don’t know of any. 

Mr. Rozpack. That is the only answer I was trying to get. 

Mr. Ecxuarr. Admiral Murphy, I would like to direct a hypo- 
thetical question to you. Assume there were a number of manufac- 
turers who were interested in bidding on this particular procurement. 
Assume further that they felt they could manufacture the item. They 
looked at the delivery schedule which I understand is an integral part 
of the contractual document and they determined that the maximum 
delivery schedule here provided they would be able to have available 
to them a source that could supply 160,000 tubes per month. 

They made a survey of all known tube producers in the country and 
found there was no such source. Assuming that as a hypothetical 
question, do you feel that in any way stifles or reduces competition 
in a bid of this type. 

Admiral Murrny. In my mind I am trying to visualize the kind 
of answers we presumably would have gotten from bidders. Pre- 
suming those who had checked this would come in with a contingency 
in their proposal. 

Mr. Houirtevp. In other words, a prudent bidder would protect 
himself or refuse to bid ? 

Admiral Murpnuy. Exactly. 

Mr. Hottrrecp. Under those circumstances? 

Admiral Murruy. In the hypothetical case you mentioned here, 
presumably if a number of these people had come in and said, “We 
don’t know of a source that has the capacity for these components,” 
they would have taken a reservation. There might have been a num- 
ber of others that took no reservation. Now, the reservation company 
under some circumstances could be construed as a nonresponsive bid ? 

Mr. Horirrevp. I think it would be. If there was a contingency. 
It would be thrown out. 

Admiral Murruy, If there were a large number of people who 
provided no contingencies, presumably if they felt there was no other 
source, they felt they could develop one. I don’t see necessarily that 
there would have been any stifling of competition. 

Mr. Houtrrevp. I think the counsel’s question had this implication. 
That if a prudent and capable bidder looked over an offered contract, 
such as this, and then in exploring his Sere to perform it, he 
found out that there was a component which he could not procure, 





it is evident that he would remove himself either by a contingency 
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clause in his response or he would refuse to bid. Would that not be 
a reasonable assumption, and therefore that would cut down the 
number of people that would be competing ? 

Admiral Murrny. I see what you mean. 

Mr. Ecxuarr. Assuming further, Admiral, that one of the in- 
dividuals did bid, or let’s say a successful bidder was awarded the 
contract and had no difficulty whatever in producing preproduction 
samples which were approved and is able to produce the required 
quantities under the delivery schedule for the first 2 months, would 
not the Bureau be in a position of holding him in default for not being 
able to perform under the third and fourth month where those de- 
liveries would require that 160,000 tubes be available ? 

Admiral Murrny. May I give you, in a sense, a hypothetical answer 
to your first question ? 

Frequently in this kind of formally advertised procurement, one 
of the hardest things to do is to convince the man who thought he 
was the low bidder that he shouldn’t get the award because somebody 
else had put on a contingency. 

Mr. Howtrreip. You are permitted under the regulations to dis- 
qualify a low bid if you do not consider he is responsible and is it 
not your responsibility to exercise your option in that regard? 

Admiral Murpny. Certainly, let’s take a hypothetical case where 
a mature contractor had carefully studied the component area and 
had felt there was a critical source problem and had therefore put 
a contingency in. 

Following your line of reasoning then the service should say we 
probably ought not to buy the full quantity. We ought to cut it 
back or stretch out our deliveries if we found this was a fact and 
that there was a serious source for concern here. But then you have 
another man who says, “Oh, no; I have talked to such and such an 
outfit and they are confident that they can supply an adequate number 
of these things and there is no reason to do this and look, my bid is 
responsive completely. I want the award.” This is what really 
happens. And if I don’t give it to him, he is before one of these 
committees. 

Mr. Hortrretp. He is complaining because a low bid was discarded. 

Admiral Murreny. And fully responsive. 

Mr. Hottrretp. There it was responsive as far as the bidder is 
concerned, but from superior knowledge and from a record of dealing 
in contracts, if you came to the conclusion that this man would have 
to have 160,000 components when there was only a capacity of 50,000, 
what would be your duty in a case like that ? 

Admiral Mureny. Mr. Chairman, again, talking about a hypo- 
thetical case, in all probability one of these people who had not taken 
a reservation would have immediately come up and said, “Look, Ad- 
miral, you are all wrong, I have talked to so and so and he assures 
me that he is right on this thing.” 

He is going to submit his samples and they will be just as good as 
this fellow who only has 50,000, and I deflate like a balloon then 
and haven’t any argument. 

Mr. Rozack. By not taking from your planning and industrial 
divisions a really reliable statement as to what the source materials, 
the components, were for this before inviting bid offers, you then 
put yourself in a position of jockeying around with the contractor. 
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Admiral Murpuy. No. 

Mr. Ropackx. That goes to the question also of equity to other 
bidders. 

Admiral Murrny. No; I don’t follow it. 

Mr. Rogpack. You impose a contract requirement on a man which 
he can’t fulfill. You have the alternative of giving him a modifica- 
tion to the contract or throwing it out. Every bidder takes a certain 
amount of risk when he comes to the Government. The question is 
how much risk ought he to take. Obviously in this tube case there 
was not only a lot of confusion about the specifications but there was 
a lot of confusion about whether anybody could produce the darn 
thing. 

Mr. Havcx. Can I say something, please? I do want to point out 
in this case I agree that you can throw out a bid that is not responsive, 
but I would like to read from this bid that went out. 

We did not enforce a delivery schedule on the bidder. We said this, 
we said, “If the bidder fails to state a delivery schedule there, it will 
be conclusively presumed that this bid offers delivery as desired by 
the Government.” 

We didn’t say, “This is what you have to do.” We said, “This is 
what we want. If you disagree with it, tell us what the disagreement 
is. Give us a delivery sc hedule or we assume you will give us what we 
want.” 

Mr. Ropack. You know that no one can present an amended delivery 
schedule in an advertised bid. He has to conform to the Government 
requirement or it is automatically thrown out. The General Ac- 
counting Office is clear on that. 

Mr. Hauck. You mean this clause here meant nothing in the bid. 
We ask him to state a delivery schedule and if he didn’t state his own, 
we assumed he could meet ours. 

Mr. Rogack. If you are saying that someone on an advertised bid 

‘an submit a delivery schedule other than the Government wants, it 
is news to me that that bid would be accepted. 

Mr. Hauck. I am reading from the bid that officially went out from 
the Government. 

Mr. Houirterp. That is a protective clause for the Government on 
the schedule of deliveries you make. The point which the staff di- 
rector is making at this time is that if a bid had come in which did 
not comply with that and there were other bids that did comply with 
it, those bids that did not comply with your schedule would have been 
nonresponsive, and it would have been thrown out in favor of the bids 
that accepted your schedule without demurrer. Am I not correct in 
that statement ? 

Let us assume a bid came in from an otherwise responsible bidder 
and he said, “Your schedule is unrealistic. We can ae offer you de- 
livery of half this much a month over the period.” And another 
bidder came in and without demurrer accepted this schedule. You 
would have been legally required to have accepted the bid of the per- 
son who did not demur on your schedule, would you not 

Mr. Havcx. No; I don't agree with that. 

Mr. Rogack. I advise your superiors to direct you to consult with 
the General Accounting Office. I would like to ask Mr. Morgan one 
question before we bre ak off, Mr. Chairman. 
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You said that you had revised downward the specifications on the 
tube. What was the date on that? 

Mr. Lee Morean. I think I read it off earlier. 

Mr. Ropack. ican’t recall. I want you to help me. 

Mr. Lee Morean. A dispatch, the 3d of October. 

Mr. Ronacx. Well, what is the basis of a dispatch in February of 
this year requesting an extension of the waiver on the preproduction 
sample tubes to the current available supply, I think it was 1,5004 
What was the point for having another request for waiver ? 

Mr. Ler Morcan. The waiver that was extended was on dimensions 
only. Let’s get the compressor strength only. 

Mr. Ropackx. You didn’t explain to the committee what specifica- 
tions you waived. If you will explain them now ? 

Mr. Ler Morean. I relaxed the compressor strength to reflect the 
true figure that it should be. 

That is not a waiver any more. That is a change to the specifica- 
tions. The or that I believe you are referring to pertains to some 
tubes that had a variance in the outside diameter and the inside 
diameter and Liswieneet Commander Tavernetti covered that item. 

Mr. Rosack. Are you testifying that those tubes to which you 
have given your waivers in February are also determined by you to 
meet specifications ? 

We don’t want to get involved in a lot of complexities. 

We want to get the point what specifications you waived and 
whether you are taking tubes that are not going to be any good. 

Lieutenant Commander Tavernetti. The number wasn’t in that 
letter, but I think you are referring to some 8,700 that the contractor 
had in his plant. 

Mr. Rowack. You are accepting that. That is 5,800. They origin- 
ally shipped 5,800. They have 8,500 more and stock for 20,000 more. 
Are all these available at Cleveland Container, which ran upward 
of 30,500 of recent date? Are all those being accepted below your 
revised downward specifications now ¢ 

Lieutenant Commander Tavernettt. No, the latest message which 
we sent. out—I believe it was somewhere around 8,700. This is above 
the preproduction sample. 

That was covered before. We are now talking preproduction 
launchers. 

Mr. Rorack. Are you accepting tubes from Cleveland Container 
that are below your downward revised specifications 

Lieutenant Commander Tavernettt. No, sir. 

Mr. Ropackx. And you have testified that your downward revised 
specifications are now these specifications ? 

Lieutenant Commander Tavernettt. No, sir; I said we are contem- 
plating if at the contractor’s option these tubes are satisfactory and 
their assembly is correct and proper and they pass test, we may grant 
this waiver on all drawings for subsequent procurement. 

Mr. Lee Morean. I have the dispatch which you were referring to. 
This is the 11th of March. And the quotes, the revised specification 
figures on ID and OD for the tubes and says revised tolerances re- 
quired for acceptance 8,700 tubes at Cleveland Container, on hand 
at Cleveland Container with 8,700 more of these tubes which were 
slightly out of their diametrical requirements. 

94005—57-_30 
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It concludes by saying that this is acceptable at Be-Ge option pro- 
vided Be-Ge guarantees performance with no change in the contractor 
price. In other words if he wants to accept these tubes which are 
difficult. to get together in the cluster prior to swaging the bulkheads 
on and has to discard 10 percent of them at a loss to him, he can do it if 
he wants to. We left it at hisoption. I had nothing to do with per- 
formance. It did cause a loss to him. If he wanted to accept the tubes 
which were going to cost him money, he could do it. 

Lieutenant Commander Tavernetrt. Those particular tubes are 
within the revised tolerances you are asking about. 

Mr. Ropack. Off the record. 

( Discussion off the record.) 

Mr. Rozsack. Commander Tavernetti, did you participate with 
Mr. Morgan in the conference with Mr. Powell in November of 
1954? 

Lieutenant Commander Tavernettti. No. 

Mr. Rosackx. Do you remember talking to Mr. Powell when he 
came to the Bureau of Aeronautics to learn about certain things 
regarding the MA-3 launcher ? 

Lieutenant Commander Tavernettt. No, sir. 

Mr. Ropacx. Is it incorrect if he stated he met with you? Is that 
not in accord with your information ¢ 

Lieutenant Commander Tavernettt. No, sir; I may have been in- 
troduced, but I had no conference. 

Mr. Campsety. My name is Campbell. 

Mr. Ropack. Yes, sir. 

Mr. Campsety. At the time of this visit I was Mr. Morgan’s imme- 
dately superior. Commander Tavernetti was my immediate superior. 
Mr. Powell had called up the Bureau of Aeronautics, and I answered 
the phone. He wanted to know how we were getting along with Aero 
6-A Launchers from three contractors. We refused to give him any 
information over the phone. We didn’t know who he was. 

Mr. Rogpack. Was he speaking to you at that time ? 

Mr. Campse.u. Yes, sir; Mr. Morgan was away from his desk at 
the moment or some other place. He spoke to me. We invited him 
to discuss the matter and he came. 

Mr. Rospackx. Was that the first contact with the Air Force with 
regard to the information on the comparative performance of pro- 
ducers of the Aero 6-A ? 

Mr. Camppetyi. I wouldn’t venture a guess on that subject. 

Mr. Rogpacx. Admiral Murphy has stated in his statement here that 
prior to the award of a contract by the Air Force to Century Indus- 
tries for the production of MA-3, the Air Force asked for and re- 
ceived information regarding the performance of this company and 
two other contractors. That was prior to the award. The award 
was made in October. Mr. Powell came in November. 

The question I have is, Were you, Admiral Murphy, referring to 
some other contact or is this the episode I am asking the witness 
about ? 

Mr. Campse... I think that is the one, sir. 

Mr. Ropack. So it should be amended to say subsequent to, rather 
than prior to, as a matter of technicality here, is that right? 

Admiral Murenuy. I think you are correct, sir. 
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Mr. Rogsack. I am not trying to question the thing. I just want 
to get—your statement here, help you correct it if it 1s not correct. 

Mr. Morcan. The date we have is some time in November. 

Mr. Ropackx. That would be subsequent to the award of the con- 
tract ¢ 

Mr. Morean. Then it should be subsequent. 

Admiral Mureny. May we have that correction made? 

Mr. Hottrtetp. Sure. We only desire correct statements in our 
record, 

Mr. Rosack. Who was at that conference with Mr. Powell? 

Mr. Campseti. Mr. Morgan and myself. 

Mr. Rowack. You were the only two? 

Mr. Camppetyu. Yes. 


Mr. Rosack. What was the substance of the information that you 
conveyed to Mr. Powell of Century Industries ? 
Mr. Campseti. Just a moment, sir, we have a notation on that. 


Mr. Ho.trrerp. Please identify the document you are reading 
from. 


Mr. Campset.. It is a little memorandum of perhaps Mr. Morgan’s 
or mine to each other of what we said. 

Mr. Horirretp. Under what date? 

Mr. Campsett. November 27, 1954. 


Mr. Rosack. Is the report short enough to read, or can you convey 
the substance of it ? 


Mr. Camppett. Mr. Powell said that USAF was considering nego- 
tiating a contract with them for the MA-3 rockets. 


Mr. Ropack. Excuse me; by negotiation are you referring to a ne- 


gotiation in the sense of a nonadvertised contract or was that a gen- 
eral term ? 


Mr. Campsett. That would be up for the Air Force to decide that. 
_Mr. Horirrerp. Just read your memorandum on that if you will, 
sir. 
Mr. Campsety (reading) : 


On subject date, Mr. John Powell, a buyer for the USAF, visited Mr. John 
Campbell and Mr. Lee Morgan in the Armament Division of the Bureau of 
Aeronautics. Mr. Powell stated that the USAF was considering negotiating a 
contract with Century Industries, San Pedro, Calif., for the manufacture of 
MA-3 rocket launchers. He further stated that he had heard that Century 
Industries was experiencing difficulty in delivering satisfactory Aero 6A rocket 
launchers under its contract with the Navy. He desired firsthand information 
on this subject. 


Mr. Campbell and Morgan provided Mr. Powell with the following informa- 
tion— 


There are a few other words relative to this, that or the other. 


Mr. Horirretp, Read your memorandum. 
Mr. Campset (continuing) : 


relative to production experience with Century Industries in the manufacture of 
Aero 6A launchers. 

Century Industries had experienced considerable production difficulty from 
the beginning. Their first 5,000 launchers were restricted from carrying rockets 
with live warheads, 

Excessive detent strength due to tooling wear held the rocket in the launcher 
after ignition and allowed it to burn out in the launcher, causing possible war- 
head explosion damage to the launching aircraft. 

First firing test conducted at the Naval Ordnance Test Station (NOTS) on 
production lot samples from lots 7 and 8 blew apart. 
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The reference letter reporting this is NOTS 1tr Ser 1094 to BuAer. 
Lots were resampled and passed subsequent firing tests. 
The Chief, BuAer, wrote INSMAT, Los Angeles— 


It is AER-MA-3862/18 of April 22, 1954— 


and expressed great concern over the frequent failures and requested INSMAT 
conduct a survey of contractor production procedures, quality control measures, 
and report— 


report back. The word “back” is not on here, and report. 


As a result, contractor shut down production for 2 to 3 weeks and instituted 
changes and techniques to attempt to improve manufacture and tighten up 
quality control. 


The letter INSMAT 522-9153 of May 7, 1954. There is a little bit 
of scramble on here. I would like to unscramble it later; shall 1% 

Mr. Houtrrevp. All right. 

Mr. Campseu. Just on the matter of what letter that is. The num- 
bers identify the letter : 

Firing failures continued in a consistent pattern, with approximately one 
launcher in every third and fourth production lot submitted disintegrating or 
otherwise failing. 

The possible cause for the failures has been discussed and conjectured at 
length with contractor. 

It was possible that the specification requirement of 8,000 and plus four- 
thousandths and minus one-thousandth plastic thickness was not being met, 
either, because the conveyor system which dipped the launcher in a tank of 
ethyl cellulose was running too fast, not allowing the launcher to pick up 
enough plastic, or possibly the contractor was dipping the launchers only once, 
under the impression that he could acquire the required thickness and at the 
same time accelerate production. 

It was possible the plastic solids were not being thoroughly mixed with the 
solvents in the dip tank. 


This is the last item, incidentally : 


The success of the other 2 contractors (Radiant Manufacturing Co. and 
Spra-Con Co.) indicated the problem was apparently related to manufacturing 
methods peculiar to Century, only since Radiant experienced no firing failures 
and Spra-Con only 2. It had been suggested that Century visit the plants of the 
other two contractors and consult with their technical personnel to try to deter- 
mine the cause of the failures. 

That is the end. 

Mr. Horrrrecp. May I ask you this question? That is under what 
date ? 

Mr. Campsety. The date was 11-27-54. 

Mr. Houtrrevp. Was that prepared on that date? 

Mr. Camppett. We had NOTS, didn’t we, Lee, or did we prepare 
this on this date? 

Mr. Lee Morcan. We just jotted this down. 

Mr. Campseti. We jotted it down and had it typed up from our 
notes. 

Mr. Houtrievp. At that time? 

Mr. Campsety. Yes. 

Mr. Howirrevp. This isn’t something you wrote up lately ? 

Mr. Camppetyi. We didn’t cook it up; no. 

Mr. Hoxtrretp. Did you cover in that memorandum the substance 
of the matters that you talked with Mr. Powell about ? 

Mr. Cameseti. That is what it says. 


Mr. Ho.trrecp. Were there other off-the-record conversations with 
Mr. Powell ? 
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Mr. Campsett. Not to the best of our knowledge. 

Mr. Houirtetp. Did you, in addition to giving him that informa- 
tion, caution him or warn him in any way that they should be care- 
ful or should not deal with Century Industries? 

Mr. Campsett. We wouldn’t have presumed to tell the Air Force 
what to do in that case, sir. 

Mr. Rosack. Didn’t you give him some advice on future Air Force 
procurements? Mr. Powell so said. 

Mr. Campsett. The only thing that didn’t get into this. When 
we were sampling at that time 4 out of a thousand launchers, we 
realized since we had the record pretty complete, that we could have 
gone higher, and if I remember correctly he proposed 1 out of a thou- 
sand. We discussed the fact that we would go up on our next, that 


we would go up in any subsequent new launcher in our test require- 
ments. 


Mr. Ropack. Mr. Campbell 

Mr. Campseti. Our test numbers to be required. 

Mr. Rosacx. Admiral Murphy recited in some detail the coopera- 
tive working relationships with the Air Force on these rockets. Is 
it your habit to convey information on production performance, test- 
ing results, various technical characteristics of a launcher to a buyer 
in the Air Force who calls you up? Is that the kind of cooperation 
vou are talking about? 

Mr. Campsert. We did not give the information to him over the 
phone. 

Mr. Ronack. I said, who calls you up on the telephone. As I under- 
stand that, do you pass this important technical information along to 
some buyer who comes along from the Air Force? Is that the kind 
of cooperation you are talking about ? 

Mr. Campset.. I don’t think we had another opportunity. 

Mr. Rosackx. The Air Force never consulted you on Century In- 
dustries before they let a hundred thousand units to them; did they? 
They consulted you a month later; didn’t they ? 

Mr. Camppeui. If that is what the date shows. 

Mr. Rorack. So the record shows. 

Admiral Murpny. I mentioned the fact there is a liaison officer at 
NOTS in Inyokern; presumably there is a flow of information coming 
from the actual tests at Inyokern back to the Air Force. There was 
also the coordinating committee on which Air Force and Navy had 
representatives, so presumably there was a great deal of interflow 
although I personally cannot say exactly what occurred in these 
meetings. 

Mr. Houtrterp. I think we are going to have to call our 

Mr. Ecxuarr. I have 1 or 2 questions. Will you tell the committee 
exactly what this document purports to be? 

Mr. Campseti. Our reminder to each other what we told the Air 
Force. 

Mr. Ecxuarr. A reminder? 

Mr. Camppe.u. Yes. 

Mr. Ecxknarr. What is the status of the reminder ? 

Mr. Campsett. You have me. I don’t know. Something to refresh 
our memory. In this case it was something to put in our files that an 
official visit had happened. 

Mr. Ecxnarrt. To put in your files or in the contract files? 
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Mr. Campset. I don’t know; where was it, Lee? 

Mr. Lex Moreay, I think it was in the contract files, our own con- 
tract files. 

Mr. Ecxuarr. What is the usual form that a reminder takes? 

Mr. Campset. In our own files. It was in the—out of our office. 

Mr. Rosack. It was not submitted in the contract files we received 
in this case. 

Mr. Ecxuart. This document here has no title on it. It is not in the 
nature of a memorandum either to or from anyone. That is, it has 
no identification as to subject matter, except as you can deduce from 
the contents. This page here has number 8 on it. 

The second page is cut off at a point where it still reflects that addi- 
tional material was typed on the second page. In view of these rather 
unusual circumstances surrounding this document, I would like to ask 
Admiral Murphy whether this will have any status or if this is the 
usual way of reporting either a conference or any other discussions 
between Navy and Air Force personnel. 

Admiral Murrny. First, in a general answer to your question, there 
are frequently times when a representative of the Bureau may actu- 
ally just write pencil notes and put them in the local file of the division 
or the office as a reminder. 

Normally, where there is an official trip or official conference, where 
action particularly is indicated by the Rabeial, this would become a 
formal memorandum for the file. 

I certainly can’t explain the “8.” 

Mr. Campsetu. I don’t think I can explain the “8” either. It is just 
a double-spaced sheet. I don’t know what was on it. 

Mr. Houtrretp. Could you tell us what the cutoff portion of the 
second page had on it and why it was cut off that way ? 

Mr. Campse.u. I do not know, sir. 

Mr. Hotirtetp. Do you have in your possession, anywhere in your 
office or elsewhere, the part of the page which has been cut from the 
other part ? 

Mr. Campsety. This was in the files as is, sir. 

Mr. Ropack. It wasn’t in the contract files that were turned over 
to the committee. 

Mr. Campsety. Naturally. 

Mr. Ho.trrevp. It must have been in some other files, personal files. 
Can you search the personal files from which this case came and see if 

ou can locate any other memorandum on this subject which may also 
os in addition to those 2 pages or part of those 2 pages ? 

Mr. Rosack. After all, Mr. Chairman, Admiral Murphy referred to 
this visit in his prepared statement, and presumably some official sig- 
nificance attached to it. 

Mr. Ho.irtexp. I think we will adjourn at this time, and we will give 

ou some time on that, too, and you can bring the information to us 
in the morning, Mr. Campbell. 

Mr. Campsetu. I doubt if there is any. 

Admiral Murrpuy. If I may, I would like to say the only reason 
then it appeared in my statement is because I understood the committee 
wanted a statement on the degree of coordination. 

Mr. Horirtetp. We are not objecting to it. We realize that your 
statement was prepared for you. I don’t think you were assigned to 
this position at that time; were you? 
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Admiral Mureuy. That is correct. 

Mr. Hoxirtep. It had to be prepared by subordinates who had been 
in the Department over the years. 

Will you please leave this copy with us? The reporter wants it, and 
we would like to examine it with the letters. I have conferred with 
Admiral Murphy, and he has indicated that it will be possible for the 
Navy people and himself to appear here tomorrow morning at 10 
o’clock, so at this time we will adjourn the committee. 

(Whereupon, at 1: 15 p. m., the hearing was adjourned, to reconvene 
at 10 a. m., Friday, March 29, 1957.) 
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FRIDAY, MARCH 29, 1957 


Houser or REPRESENTATIVES, 
SUBCOMMITTEE ON Minitary OPERATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 10:05 a. m., in room 
1537, New House Office Building, Hon. Chet Holifield presiding. 
Present: Representatives Holifield, Riehlman, Lipscomb, and hen. 
hall. 

Also present: Herbert Roback, staff director; James F. Eckhart, 
counsel; Earl J. Morgan, investigator; Carey Brewer, senior defense 
specialist ; and Robert J. McElroy, investigator. 

Mr. Hotirtetp. The subcommitee will be in order. 

I believe at the conclusion of yesterday’s meeting we were question- 


ing Mr. Campbell in regard to a document which he had presented to 
the committee. 


Now, Mr. Roback, you may proceed. 
Admiral Murrey. Mr. Chairman ? 
Mr. Hoxtrreip. Admiral Murphy? 


Admiral Murrny. Might I talk to the particular document in 
question ¢ 


Mr. Houirrevp. To this particular document ? 
Admiral Murpuy. Yes, sir. 
Mr. Houtrtevp. Yes, sir. 


FURTHER TESTIMONY OF REAR ADM. JOSEPH N. MURPHY, ASSIST- 
ANT CHIEF, BUREAU OF AERONAUTICS (PROCUREMENT); AC- 
COMPANIED BY LEE MORGAN, BUREAU OF AERONAUTICS; JOHN 
W. CAMPBELL, BUREAU OF AERONAUTICS; LT. COMDR. JOSEPH F. 
ALLEN, SHUMAKER NAVAL AMMUNITION DEPOT; LYLE J. 
BERCIER, BUREAU OF AERONAUTICS; WILLIAM M. HAUCK, BU- 
REAU OF AERONAUTICS; FREDERICK SASS, JR., CHIEF COUNSEL, 
BUREAU OF AERONAUTICS; AND ERIC COLLINS, CONGRESSIONAL 
LIAISON, BUREAU OF AERONAUTICS 


Admiral Murreny. At the hearing yesterday, the fact that there 
was an “8” on the first page of that document came as a surprise to 
me, and, as a result, yesterday I called Mr. Campbell and Mr. Morgan 
in to see if we could explain how this happened. As a result of my 
investigation, I was told by Mr. Campbell that he was in fact at the 
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meeting with Mr. Powell; that at that time he had directed that pencil 
notes be taken. 

Mr. Morgan stated to me that he had so taken pencil notes. Now, 
about a month to 6 weeks ago, when it was apparent the Navy was 
going to be called before your committee, a draft of a statement was 
started and in the course of the preparation of this statement Mr. 
Morgan told me that he had used these pencil notes in preparing a 
part “of what was designed to be the statement of the Navy principal 
witness. As is usually the case, this was entirely too long to serve 
the purpose and was successively reduced until it ended up in the 
draft that I read yesterday. 

Having used these notes to prepare this draft, Mr. Morgan told me 
that he no longer felt the need of them and since the typewritten pages 
served the purpose. Then it became evident that this draft, as I said, 
was too long to serve the purpose, and since he had disposed of his 

yenciled notes he then stated that he had, in order to preserve a record 
in his files, in fact used page 8 and part of page 9 of this draft to serve 
the purpose, and that he had, in pencil, put t the date on the top of the 
page. 

Mr. Campbell stated that under the pressure—and I am afraid both 
gentlemen were rattled—he erroneously assumed that this page and a 
half that he saw in there were in fact a typewritten version of the 
notes that he had directed be taken, and he, I baliove, in all good faith, 
did think that these notes had been taken at the time. 

It is my purpose of now telling the committee that in fact these 
notes were not taken at the time or shortly thereafter, but were in fact 
introduced as I have explained to the committee. 

Mr. Hottrretp. So, then, the date placed on this of 11-27-54 has no 
connection with the timing of the preparation of this typed document ? 

Admiral Murpny. That is my understanding. 

Mr. Rosack. But a further question arises, Mr. Chairman, because 
the visit of Mr. Powell is recorded in official Air Force documents as 
November 22. This typed sheet states that the visit was on Novem- 
ber 27. 

Now, obviously, the notes couldn’t have been written right at the 
time. Because if there is a disc repancy of 5 days, the notes must have 
been written at least 5 days later. Or maybe any number of days 
later. 

Mr. Morgan and Mr. Campbell testified under oath. The testimony 
was qualified by Admiral Murphy, and I would like to ask Mr. Mor- 

gan and Mr. Campbell to indicate in what respect the testimony yes- 
terday was in error now, and also to answer some questions which we 
have concerning this document. 

How do you account, first, for the discrepancy in the dates ? 

Mr. Lez Morcan. When I wrote this brief, and it was a brief no- 
tation of the high point of the meeting at which Mr. Powell attended 
at the Bureau, they were condensed notes, just a few highspots, and 
I didn’t put a date on that sheet of paper that I entered into the files. 
That date I will not vouch for at all. It was an estimate. 

Mr. Rorpack. After looking back at your notes and trying to fix the 
date, you recalled it as the 25th ? 

Mr. Ler Morean, Somewhere around that time was the best I 
could do, but I can’t vouch for the date at that time. 
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Mr. Rosack. In other words, you made notations, too, on this docu- 
ment which postdated your meeting ¢ 

Mr. Lez Morean. I don’t understand. 

Mr. Houirreip. You should understand that. He said you made 
notations on the document which postdated your meeting with Mr. 
Powell. 

Mr. Rosack. In other words, you have some notes; those notes were 
written up? 

Mr. Lee Morgan. That’s right. 

Mr. Ropackx. They were written up sometime presumably after 
the meeting ? 

Mr. Lee Morean. That’s right. 

Mr. Rozsack. You recorded the meeting as having happened on the 
27th, which is 5 days later than Mr. Powell said the meeting occurred. 
Also, there are certain notations on this document 

Mr. Lee Morgan. I’m sorry, I couldn’t understand. I understand 
now. That paper you have there is not the item that was in the file or 
put in the file back in 1954. That is not correct. 

Mr. Rosackx. Mr. Campbell testified when we asked, “Was this the 
substance of the meeting as you undersiood it?”—he said, “That is 
what the document says.” We were interested in finding out what 
happened at that meeting, not in tracing your attempt to record the 
history of this program to suit some other purpose. 

We are trying to find out what happened at that meeting. 

Mr. Lee Morean. That is the substance of what happened at the 
meeting. That is a fair representation, as I recalled it at the time, 
of what. was said. 

Mr. Ropack. In paragraph d, for example, you are talking about 
failures on the part of that particular contractor, failures in produc- 
tion, and you reference that to an INSMAT letter; one letter of 
INSMAT is dated May 7, 1954. 

At that point in the testimony Mr. Campbell said he wanted to un- 
scramble the dates. The other date that is listed is March 25, 1955, 
which is at least 3 or 4 months after this meeting. 

When was that notation put in? 

Mr. Lee Morean. That notation was put in at the time the material 
was released to the typist in preparation of the initial draft for the 
principal witness to deliver. 

Mr. Ropack. Obviously that couldn’t have been a note of your meet- 
ing with Mr. Powell since it occurred 3 or 4 months later. 

Mr. Lee Morean. No; that was additional material I had on this 
particular subject. The purpose of this recital was to try and have 
material available pertaining to this subject. 

Mr. Rosack. Then we will now ask you what was the substance of 
your conversation with Mr. Powell, since it was obviously not reflected 
in whole in this document ? 

Mr. Lre Moroan. That does reflect the substance of the con- 
versation. 

Mr. Rosack. Mr. Powell came to you and recorded an official docu- 
ment which has the usual code and symbol notations and the dates, 
and it went to his superior, Chief of the Aeronautical Equipment 
Division, who I believe was Colonel Wilson. He discussed the pur- 
pose of the visit. He also had a separate confidential memorandum 
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and he listed’the items which he discussed. One of the items was the 
possibility of withdrawing facilities from Century. 

That is not reflected in this document. Another discussion had to 
do with the patentability of the “Smiley.” That is not reflected in 
the document. Another discussion had to do with the comparative 
performance of the three companies. 

I believe there is a brief paragraph reflecting that in the document. 

What was the discussion about the patentability? Did you have 
such a discussion ? 

Mr. Lee Morean. I wouldn’t vouch that everything I put down 
originally pertaining to the meeting covered the entire range of the 
discussion. Mr. Powell was there—I don’t know—for a half hour. 

Mr. Rozack. Mr. Powell testified he was there at least for a half 
d 


ay. 

Mr. Ler Morean. I don’t remember how long he was there. If it 
was a half day, apparently I could have overlooked some of the items 
that were discussed in noting it down for the file. 

Mr. Rosack. Are you testifying under oath that this reflects your 
recollection of what you discussed ? 

Mr. Ler Morean. Yes; as best I recall it. 

Mr. Ropacx. Are you testifying that you recall no discussion of 
the patentability features ? 

Mr. Lee Morean. This subject could conceivably have come up, but 
I don’t recollect anything specific on that subject at this moment. 

Mr. Rosack. Mr. Campbell testified that this document reflected 
the substance of the conversation. Was there any discussion of the 
possibility of your withdrawing your facilities from Century Indus- 
tries ? 

Mr. Campsett. I do not recollect that. 

Mr. Rosack. In other words, despite Mr. Powell’s extensive memo- 
randum, recorded in two separate memorandums, that subject matter 
you could not recall ? 

Mr. Ler Morean. I don’t think either of us is trying to take the 
position that we put down every single item that was discussed dur- 
ing Mr. Powell’s visit. 

Mr. Hottrtetp. Let me ask you this question: Did you destroy your 
pencil notes? 

Mr. Lee Moraan. Yes. 

Mr. Hotirretp. Do you have the balance of the typed material that 
was made from your notes or have you destroyed that ? 

Mr. Ler Morean. No; I don’t have that. That was part of one of 
the drafts that was prepared. 

Mr. Hotrrretp. Why did you destroy the balance of your typed 
notes and cut one page off here? 

Mr. Lee Morcan. That material was to be retained because that 
was the only record of what we recollected had occurred at that time. 

Mr. Hottrrevp. Was the other material, which apparently preceded 
this page 8, maybe 7 pages and the balance of page 9 and such subse- 
quent pages as may have been in your hand at that time, were they 
on this subject or on different subjects? 

Mr. Lez Morean. Oh, no, sir; they covered the range of the ad- 
miral’s presentation yesterday. 
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Mr. Ho.irrecp. And you have destroyed that NG the 
fact that it pertained to many other different nattanp-~3os ave 
destroyed the balance of your typed memorandum ? 

Mr. Lee Morgan. Yes; it was just a draft of the final version read 
by the admiral. 

Mr. Rosackx. Mr. Powell says in his memorandum of November 
22, 1954, the main reasons of the visit were to get BuAer’s opinion 
on—and he lists four items. One was comparative performance of 
these three companies. Another one was the capability of other 
rocket manufacturers. The next one was the possibility of Navy 
withdrawing facilities from Century. The next one was the possibil- 
ity of C entury obtaining a patent on “Smiley.” There was consid- 
erable such discussion of the “Smiley.” 

Mr. Powell testified under oath as to what he learned from you. 
You don’t recollect that discussion ? 

Mr. Lee Morgan. As you said, there was apparently a lengthy dis- 
cussion and many subjects were covered. The salient points, as I 
recollected them, were those that were put down. 

Mr. Rosack. Do you recall having said anything that would war- 

rant the following statement which Mr. Powell made? 

Mr. Morgan stated that if 1 more Century Industries sample failed, his office 
was going to recommend junking all 40,000 units made by that firm in the in- 
terest of safety. BuAer had already upped its sampling requirement to 4 units 
per 500 on future procurements. Mr. Morgan recommended strongly that the 
testing be accomplished prior to shipment. 

Do you recall having said that in substance ? 

Mr. Lez Morgan. I recollect a question of sampling procedures be- 
cause we did change our specification to up the number of samples to 
be tested. I can recollect that. 

Mr. Ropack. Do you recollect saying anything about junking all 
40,000 units? 

Mr. Ler Morean. No; I don’t believe I recollect that. It is not in 
my province to junk 40, 000 units. 

Mr. Rosackx. Would it have been something that you might have 
said ? 

Mr. Ler Morcan. Anything is possible. I just don’t recollect mak- 
ing such a statement to Mr. Powell. 

Mr. Rorpack. Did you make any statement to Mr. Powell which 
would lead him to believe that he should stay away from Century 
Industries as a new producer ¢ 

Mr. Ler Morean. No, sir. 

Mr. Rosacx. Did you consider the information that you gave to Mr. 
Powell derogatory as to Century Industries? 

Mr. Lee Morcan. No; I only gave Mr. Powell the facts of the pro- 
duction of this company. 

Mr. Rosack. Did you state to Mr. Powell—did you caution Mr. 
Powell to record, if he was going to record, some of this information 
in a separate confidential memorandum ? 

Mr. Lee Morean. No, sir; very definitely [ recall nothing like that. 

Mr. Ronack. Did he discuss that matter with you? 

Mr. Ler Moraan. I have no recollection of that. 

Mr. Hottrretp. Why would he make a separate confidential docu- 
ment in making this report unless he had been warned to do so? 
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Mr. Ler Morean. I have no idea why he would make a separate con- 
fidential report. I made no such recommendation to him. 

Mr. Rozacx. Do you know or did you know Mr. Powell before he 
came there ? 

Mr. Lee Morean. No, sir; I had never seen him. 

Mr. Roracx. Mr. Powell testified that he knew the project engineer. 
Whether he knew you personally or knew you by position is another 
matter. I am asking you whether you knew him before he came to 
visit you? 

Mr. Ler Morcan. No; I don’t believe I knew the gentleman. 

Mr. Ropack. What were the facts concerning Century Industries 
as you related them to Mr. Powell? 

Mr. Lee Morean. I related the consistent pattern of firing failures 
that we had experienced at Shumaker, Ark. 

Mr. Rosack. In what sense was the pattern consistent ? 

Mr. Lee Morcan. Approximately every third or fourth lot we 
would have a failure. 

Mr. Rosacx. Were you referring, in that, to the original tests or 
the second tests? 

Mr. Ler Morean. The pattern was virtually consistent from the 
very beginning. 

Mr. Ropack. Do you have a record of the firing tests ? 

Mr. Ler Morgan. Oh, yes. 

Mr. Rosack. Will you point to the consistency in the pattern? It 
states in your memorandum, I believe, that every second or third lot 
failed. Will you point to a consistent pattern in the failure, from 
your records ? 

Mr. Lee Morean. You have my office files. The records are—— 

Mr. Ropack. Do you have a copy of the Century Industries—— 

Mr. Lee Morean. I have a handmade chart made up by myself. 
It is not factual, since the records there are the facts. 

Mr. Ropack. What was the purpose of making that chart up? 

Mr. Lee Morean. To have a visual record for our own purposes; 
it was strictly for the interoflice purpose. 

Mr. Rosack. Is it identical with the record which appears on page 
760 of the Armed Services Committee hearings? 

Mr. Lez Morean. I don’t know. I can’t see this. 

Mr. Rogpack. Will you look at this and see if this is the record of 
failures, and point to a consistent pattern ? 

(Document examined by Mr. Lee Morgan and Mr. Campbell.) 

Mr. Lez Morean. Without taking too much of your time, I have 
drawn up a pass and fail list and have just gone down from lots 13 
to 24. 

Mr. Rosack. Are you addressing yourself to the first test ? 

Mr. Ler Morean. I am addressing myself to this record you handed 
me. 

Mr. Ropack. I asked you a question. Will you respond to it? 
Are you addressing yourself to the first tests?) That record has data 
on first tests and on a retest. 

Mr. Ler Morean. This is the first test to which I indicated there 
was a consistent pattern. 

Mr. Rosack. When you were talking to Mr. Powell, were you 
telling him about the first test or about the second test ? 

Mr. Ler Morgan. I spoke to him about both. 
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Mr. Rosack. What is the consistent pattern which—I want to get 
the words down correctly here— 

Firing failures continued in a consistent pattern with approximately one 
launcher in every third and fourth production lot submitted disintegrating or 
otherwise failing. 

Mr. Lee Morean. Yes. 

Mr. Rosack. Can you point to one launcher in every third or fourth 
production lot ? 

Mr. Lee Morcan. Well, here, for example, are three production 
lots in sequence. 

Mr. Rozack. There are three in sequence, not every third or fourth 
one. 

Mr. Lee Morgan. I had 3 failures in 3 of the lots. Then we come 
to 17, 18, and 19. 

Mr. Ropack. Which three are in sequence? 

Mr. Ler Morean. 14, 15, and 16 are the lots in question. 

Mr. Ropack. Where is 15? 

Mr. Ler Morean. 15 passed. We had a failure in 14. We passed 
in 15. We failed in 16. We passed in 17. Failed in 18. Passed in 
19. Failed in 20. Passed in 21 and 22. Failed in 23 and 24. 

Mr. Rosack. Is that where your pattern stops ? 

Mr. Lee Moraan. No, sir; I only went that far to show you the 
buildup of the pattern. We can take the entire record and I think 
it will develop a fairly consistent pattern. 

Mr. Rosack. You told him every third or fourth production lot. 
That doesn’t go for the whole sequence ; does it ? 

Mr. Lee Moraan. Well, from 44—these lot numbers only indicate 
the ones in which we had a reject due to this failure. We would need 
to fill in the lot numbers to get the picture as I was trying to develo 
it here of pass on one side and fail on the other. It is pretty difficult 
to do with this. 

Mr. Rowacx. Then you explained to Mr. Powell, did you not, that 
there was a retest of those failures ? 

Mr. Ler Morgan. That is right. 

Mr. Rosack. And other lots passed. Do the lots that the residual 
failures were in show any consistent pattern ? 

Mr. Lez Morean. No; I don’t think there is any particular pattern 
on the retest. We had a total of six lots that failed the second time. 

Mr. Rospack. Did you convey to Mr. Powell that Century was poor 
in performance or the Navy deficient in sampling procedures? 

Mr. Lee Morean. I conveyed the impression that the Century was 
poor in performance. 

Mr. Rosack. But you didn’t say that the Navy had taken this poor 
performance and then turned around and retested it and accepted the 
bulk of those lots that had first been rejected ? 

Mr. Lee Morean. Yes; we told him that. We gave him a complete 
factual picture. 

Mr. Rosack. How many residual lots were there ? 

Mr. Lee Morgan. You mean that failed—— 

Mr. Rozack. That failed on the second test. 

Mr. Lee Morcan. There were six failed on the second test. 

Mr. Rosack. What happened to those six lots ? 

Mr. Ler Morcan. They were rejected. 

Mr. Rosacx. And what happened after that? 
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Mr. Lee Morean. Subsequent to a third demonstration test at 
Shumaker, Ark., the Chief of the Bureau of Aeronautics accepted 
4 of those 6. 

Mr. Rosacx. Then two were left ? 

Mr. Lez Morean. Yes. 

Mr. Rosack. What happened to those two / 

Mr. Lez Morean. They have been finally rejected. I suppose they 
have been scrapped. I don’t know. 

Mr. Rosack. Now, you have been in this rocket launcher business 
a long time; have you not? 

Mr. Ler Moraan. Yes, sir. 

Mr. Rosack. Is it accurate to characterize you as one of the key 
personnel in the development and production of this item ¢ 

Mr. Ler Morcan. I think that is a fair statement. 

Mr. Rozsack. What is your present position in the Navy, grade and 
salary wise and also as to the function ? 

Mr. Lee Morean. My grade is GS-12. We have reorganized the 
division from the Armament Division. It is merged w ith the Elee- 
tronics Division and is now known as Avionics Division, and I am 
now in the Fuses, Warheads and Launchers Branch of the Avionics 
Division. 

Mr. Rosack. Are you an engineer, or do you deal with the business 
side of this procurement ? 

Mr. Lee Moraan. I am an engineer. 

Mr. Ropack. You were concerned with the complexities of the 
development of this item; were you not ? 

Mr. Lez Morean. Yes, sir. 

Mr. Ropsack. Is it not also a fact that you were concerned with the 
business side of this item ? 

Mr. Ler Morean. No, sir; only indirectly. 

Mr. Rozack. Did you not sit on the Procurement Review Board 
which considered the procurement of this item ? 

Mr. Lee Morean. Yes. 

Mr. Rosack. Do you want to say something, Admiral ? 

Admiral Murrny. If it pleases the chairman, I would like to make 
it clear that the Procurement Review Board is a team operation that 
consists of representatives normally of the Contracts Division and 
of the Procuring Division, which is frequently either the Produc- 
tion or Maintenance Division. There is normally a technical repre- 
sentative from the Engineering Division; small business is repre- 
sented, and, if need be, counsel, so this is the normal procedure, and 
we use this with the attempt to bring into this group all opinions 
and all recommendations. 

Mr. Rosack. Is it not a fact, Mr. Morgan, that you were instru- 
mental in the selection of the sources for the production of Navy 
rocket launchers ? 

Mr. Lee Moraan. I participated; yes. 

Mr. Rorack. Is it not a fact that you made frequent visits to 
plants of producers? 

Mr. Lee Morean. No; I didn’t make frequent visits. I made sev- 
eral visits. 

Mr. Rorack. Several visits. Two or three? 

Mr. Lee Moraan. ‘Two or three; yes. 
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Mr. Rosack. Is that the limit of your visits to the producers on 
all the production contracts ? 

Mr. Ler Morcan. Unless there is a particular difficulty that I can 
be of assistance on, I don’t go into the production end of it. 

Mr. Roszacx. Contractors correspond with you directly by letter? 

Mr. Lee Morean. Some of them have. . 

Mr. Rorzack. Did they discuss with you matters that came up in 
the production of their item ? 

Mr. Lez Morean. As pertaining to the technical aspects of it; yes. 

Mr. Rornack. Have you ever Siicaainn changes in specifications 
and prices ? 

Mr. Lee Morean. Certainly changes in specifications. The only 
connection that I have had with prices has been when a negotiator 
would ask a question as to the apparent reasonableness of a contrac- 
tor’s charge, and I would give my best estimate. 

Mr. Rosack. Did it ever strike you as Aeereneens or not that 
you as an engineer developer on this item would visit company plants 
to discuss adequacy or capability in a business way ? 

Mr. Ler Morean. I didn’t discuss that as far as a business way was 
concerned. It was their apparent technical manufacturing ability 
that I would concern myself with only. 

Mr. Roszack. Do you feel you were qualified to make such business 
judgments ? 

Mr. Ler Morean. I felt I was qualified to assess the capability of 
a contractor to produce with his equipment; yes. 

Mr. Ropackx. Mr. Morgan, do you devote full time to your Navy 
job? 
Mr. Morean. Yes, sir. | 

Mr. Ropack. Do you have any outside business interests ? 

Mr. Ler Morean. I have; yes. 

Mr. Ropsack. How many at any one time? 

Mr. Lee Morecan. Two. 

Mr. Rosack. What were they ? 

Mr. Ler Morgan. I had a rental arrangement with General Serv- 
ices Administration for the operation of some rental property. 

Mr. Ropsack. Did you have 1 or 2 contracts with the Government ? 

Mr. Ler Morean. Two. 

Mr. Rosack. Did you ever consult with your superiors before tak- 
ing the contract with the Government while you were employed by 
the Government ? 

‘Mr. Lee Morean. No; I don’t recall that I mentioned it. 

Mr. Rosack. Did you ever seek legal counsel as to the propriety of 
such an arrangement ? 

Mr. Ler Morcan. No; I did not. 

Mr. Rosack. You did not? Do you have now or have you had 
any other outside business interests ? 

Mr. Ler Morean. I have none at the moment. 

Mr. Rozack. How many separate bank accounts do you maintain ? 

Mr. Lee Morean. Well, I have provided all that information 
before to this committee. I don’t remember the number of accounts 
that I have. I think there are some 6 or 8, in that neighborhood. 

Mr. Rosack, On this point, Admiral Murphy, can you advise the 
committee as to what the Navy policy is with respect to employees of 
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the Navy contracting with the Government in addition to their em- 
ployment ? 

Admiral Mureuy. May I consult ? 

(Admiral Murphy consulted with Counsel Sass.) 

Admiral Murpeny. Mr. Roback, I can certainly say that the re- 
sponsible authority of the Bureau of Aeronautics would view with 
great concern such activity if there were a conflict of interest. 

Mr. Rosack. I am not suggesting in my questions that this is nec- 
essarily unlawful. I am asking what the Navy policy is. For your 
information, the Comptroller General has nade certain observations 
about the public-policy features of such an arrangement, and I would 
assume that the Navy had taken proper cognizance of those declara- 
tions and had had it reflected in policy to govern employment. 

Admiral Murry. I’m sorry, sir, to the best of my knowledge there 
are adequate instructions in the Bureau of Aeronautics that imple- 
ment the statutes of the United States and the various regulations 
that have been passed down to us. 

Mr. Roszacx. Will you consult with the proper authorities in the 
Department of the Navy and hte us if there is any policy state- 
ment governing the acceptance by Navy personnel of contracts with 
the Government ? 

Admiral Murpuy. Yes, sir. 

Mr. Rosack. All right. 

Mr. Morgan, what ‘did you say to Mr, Powell concerning the per- 
formance of Radiant and Cincinnati, who were 2 of the 3 contrac- 
tors then under contract with the Navy ? 

Mr. Lee Morean. I said that their performance was satisfactory. 

Mr. Rorpack. Did you indulge in any discussion of what their prob- 
lems were? 

Mr. Lee Morcan. I don’t recollect that there was any particular 
discussion of any problems at that time with those two contractors. 

Mr. Rorsack. Will you speak a little louder, please ? 

Mr. Lee Morean. I say I have no recollection of discussion of prob- 
lems with those two contractors. 

Mr. Rosack. From your intimate acquaintance with this whole 
program, recognizing that these production contracts are a year or 
2 years old, maybe 3, , what stands out in your mind as the major pro- 
duction problem of Radiant and Cincinnati? 

Mr. Lee Morean. I don’t recall any particular problem in connec- 
tion with Cincinnati. Radiant had difficulty with proper location of 
their detent latch. ; 

Mr. Rosack. What was the magnitude of that problem? How 
many lots were held up or rejected on that basis? 

Mr. Ler Morean. I don’t have the facts. The contractor had to 
replace the rejected units that had this defect in them, sir. 

Mr. Rosack. Did you, prior to that replacement, recommend that 
that repair or correction be made at the expense of the Government ? 

Mr. Lee Morcan. No: I believe our correspondence in that regard 
said that this expense would have to be borne by the contractor. 

Mr. Rosack. You never had any other but that judgment as far as 
Radiant was concerned ? 

Mr. Ler Morgan. As far as I can recall that was it. 

Mr. Rosack. You never changed your position on that ? 
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Mr. Lee Morcan, In the beginning, when the difficulty arose, we 
did not know where the responsibility should rest. It was ques- 
tioned by the contractor. We required him to submit proof, his 
proof, and found that it was lacking, and determined finally that the 
responsibility was his. 

Mr. Rosackx. But I asked you whether you had ever determined 
that the responsibility was yours, meaning the Navy’s responsibility ? 

Mr. Lee Morcan. No; we determined that it was not the Navy’s 
responsibility. 

Mr. Rosackx. Did you ever make any recommendations on that 

oint ? 

Mr. Lee Morean. I can only recall that the recommendation was 
that the contractor was responsible and would have to pay for the 
repair work. 

Mr. Rosack. Mr. Powell recorded in his conversation with you: 


Radiant had erred completely in tooling for the contract but had corrected 
their errors at their own expense and had finished their deliveries on time. 


Did you tell Mr. Powell that Radiant had erred completely in 
tooling ¢ 


Mr. Lee Morean. I don’t recall telling Mr. Powell that. I believe 
that is a fact though. 

Mr. Rosack. Well, when he says that they had corrected their 
errors at their own expense, does that refer to the tooling or does 
that refer to the launchers / 

Mr. Ler Morgan. When the difficulty arose and the contractor was 
made aware of it, he took steps to correct his production methods and 
the cost of the repair of the launchers was to be borne by the con- 
tractor. 

Mr. Rosack. Did he have defects in as many as a third of all the 
launchers produced ? 

Mr. Lee Morean. I don’t know the total number of defects in this 
regard, the total number of misplaced latches. 

Mr. Rosack. Did you say to Mr. Powell that Cincinnati had the 
smoothest overall performance ¢ 

Mr. Ler Morean. I may have. 

Mr. Rosacx. Did Cincinnati Industrial ever experience any diffi- 
culties in disintegration / 

Mr. Ler Morean. Yes; they experienced two. 

Mr. Ropack. What other kinds of problems did they encounter ? 

Mr. Lee Morean. They didn’t have any particular problems that I 
can recall. 

Mr. Rosack. Did they ever have any price problems ? 

Mr. Campsety. That is not in our field, sir. 

Mr. Rorack. Did you convey to Mr. Powell that Cincinnati was 
difficult to deal with on price problems ? 

Mr. Ler Morean. I don’t believe so, because I didn’t deal with 
them on price problems. 

Mr. Rosack. Did an official of Cincinnati ever tell you that they 


made so much money on the contract it was embarrassing. You are 
under oath, Mr. Morgan ? 


Mr. Lez Morcan. I understand that. 

I don't recall that statement. TI recollect that they said they were 
doing all right, that is about the best I can recall. That it was a 
profitable operation for them. 
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Mr. Rosacx. If the negotiator with the company recorded in a 
document that you had stated that on two different occasions, would 
you deny that you had stated it now ? 

Mr. Lez Morgan. If the negotiator had said that ? 

Mr. Ropack. Yes. 

Mr. Ler Morean. At the time of contract negotiations ? 

Mr. Ropack. At the time of discussing a price amendment to the 
contract ? 

Mr. Lez Morgan, No; I don’t think I would deny it if he put it 
down. Itisentirely possible such a statement was made. 

Mr. Hotirretp. [ would like to move to another phase of your 
original 120,000-unit contract, Mr. Morgan. 

At that time the Centur y Engineers were the developer of this 
item in conjunction, I think, w ith a small research grant from the 
Navy for the first unit. The Navy at that time, when it came to 
the time of putting out a production contract, the Navy insisted on 
alternate sources is taat not true? 

Mr. Hauck. Yes. 

Mr. Hottrrecp. And as a result Cincinnati Industrial Finishing 
Co. and a company by the name of Spra-Con, I believe were awarded 
40,000 units each and Century was awarded 40,000. 

Mr. Hauck. That’s true. 

Admiral Murruy. Correction, sir. 

Mr. Hoxtrrerp, I have it straight now. Radiant, Spra-Con, and 
Century were given 40,000 apiece and subsequent to that Spra-Con 
subcontracted 100 percent to Cincinnati Industrial Finishing. 

Mr. Hauck. Yes, sir; that’s true. 

Mr. Houtrrecp. Was that important to you at that time that you 
have alternate sources for this new item? Was that a policy of the 
Navy at that time? 

Mr. Haver. In light of the requirement for that rocket the Indus- 
trial Planning Division of BuAer insisted that we have alternate 
sources. 

Mr. Houtrtevp. All right, and then the developers of that rocket, 
the Century Engineers who later subverted their rights to Century 
Industries, they became the teacher, you might say, for the other pro- 
ducing alternate associates: ; is that right? 

Mr. Hauck. I would like for that to be clarified. They had a 
leadership-type contract. 

Mr. Hotrrtetp. Yes. They went into the plant, helped them set 
up their assembly lines and explained the processes and so forth so 
they could produce; is that not true? 

Mr. Hauck. Yes, sir. 

Mr. Hotirtetp. Was that a temporary policy or is that a general 
policy? Was that a policy of expediency at that particular time or is 
that a consistent Navy policy ? 

Mr. Hauck. We have done it, Mr. Holifield, on numerous occasions, 
particul: irly where we want to insure that the items when they get out 
in use are interchangeable, that the items are the same. For instance 
any time this rocket-launcher picture is peculiar, not only on this 
type but the metal type, we will set one contractor up as a leader -type 
contract. This is not unusual. Where you have a large quantity for 
overall Navy use, and it is mostly naturally to insure interchange- 


ability of parts. 
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Mr. Horirreip. And to secure alternate sources ? 

Mr. Hauck. Yes. 

Mr. Ho irtetp. Is the alternate source important as well as the 
interchangeability of parts? 

Mr. Hauck. Yes, sir. ; . 

Mr. Hottrretp. You are aware of course that Radiant is out of 
business ? 

Mr. Hauck. Yes,sir. 

Mr. Hottrretcp. You are aware that the Cincinnati Industrial Fin- 
ishing Co. is out of business? 

Mr. Hauck. May I clarify that? In terms of present contracts, 
yes yet when we ask for a bid for instance on the latest contract they 

id. 

Mr. Hortrrevp. But their plants have been dismantled and they are 
out of business ? 

Mr. Hauck. Yes, sir; but there has been a change in the type of 
manufacture. I don’t know how important that is. 

Mr. Ho.trtetp. You are aware are you not, that within the last week 
Century Industries have placed their plant up at auction and are in 
process of dismantling and giving up their lease; are you not? 

Mr. Hauck. I don’t know that as a matter of fact. 

Mr. Hottrtetp. The committee has been informed of that. In the 
granting of a recent contract it was granted to the Be & Ge Co.; was 
it not? 

Mr. Hauck. I don’t like the use of the word granted. It was ona 
bid basis. 

Mr. Houtrtevp. All right. 

It was awarded to them on the basis of a low competitive bid? 

Mr. Hauck. Yes, sir. 

Mr. Hotirretp. How many units were involved there? 

Mr. Hauck. 44,263. 

Mr. Hortrrevp. The Air Force as we understand it have a require- 
ment of something in the nature of 300,000 rocket. launchers. 

Mr. Hauck. Yes, sir. 

Mr. Hotirretp. We understand they are utilizing your agency as 
at least the developer and lead procurement agency of the Govern- 
ment for this 19-rounder; are they not? 

Mr. Hauck. Not to my knowledge. I am in the procurement end 
of it. They are developing it, that is one thing, not from procure- 
ment standpoint to my knowledge. 

Mr. Houirretp. Has there been an insistence on your part that alter- 
nate sources be set up on your 19-rounder ? 

Mr. Hauck. This was discussed, but, in view of a lot of things re- 
quirementswise that I would rather not go into here, let me put it this 
way: If we were buying 40,000, that is one thing, pricewise. If you 
are buying 120,000, then you can split it up better among sources, but 
it depends on what is the requirement overall. Is this likely to be 
the last procurement or not? I would rather not go into that unless 
we are in closed session. 

Mr. Houtrtevp. The fact remains you didn’t require any alternate 
sources in this recent award ? 

Mr. Hauck. That’s right, sir. 

Mr. Hotirretp. So in one instance you required alternate sources 
and split up your requirements in three ways and, in this last award, 
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why, you, the Navy was satisfied with a single-source procurement? 

Mr. Hauck. For two reasons; one, quantity, splitting that among 
manufacturers; two, I will make the statement "but I don’t want to 
say one way or the other, then, it concerns whether this will be fol- 
lowed by large procurement item. 

Mr. Houirtevp. You are the judge of your own remarks. This com- 
mittee doesn’t care to have any information that is of a security nature 
divulged at this time to it. If we want security information, we will 
get in executive session. 

Mr. Hauck. Yes, sir. 

Mr. Rosacx. I asked the question before, at the beginning, but I 
didn’t follow up on one point, that is to say, Mr. Campbell made cer- 
tain statements in the record which were qualified by Admiral Mur- 
phy, and I want to ask Mr. Campbell and Mr. Morgan whether they 
want to change the testimony they made yesterday. 

Mr. Campsety. I wish to agree with Admiral Murphy’s statement 
today. 

Mr. Houtrrevp. On this document which you presented to us, your 
testimony yesterday was that this was prepared on November 27, 1954, 
which was approximately 5 days, I believe, after you had your talk 
with Mr. Powell. Now, today you have testified that this date has no 
relation to the time of preparation of this abbreviated typed sheet 
and a half of notes. Is that correct? 

Mr. Lee Morcan. That date I cannot be positive of. 

Mr. Houirtetp. Then, can you tell us if these notes were typed by 
yourself or by a secretary ? 

Mr. Lez Morean. A Secretary. 

Mr. Horrrrerp. Can you tell us they were typed in 1957? 

Mr. Lee Morean. Oh, yes, sir. 

Mr. Houirretp. They were typed in 1957? 

Mr. Lee Morean. Yes, sir. 

Mr. Houtrtevp. From pencil notes retained since 1954? 

Mr. Lee Moraan. Yes, sir. 

Mr. Ho.irretp. What time in 1957 were these notes typed? 

Mr. Lee Morean. Within the last 30 days. 

Mr. Houtirrmeip. Would it be within the last 2 weeks? 

Mr. Lez Morean. No, sir. I think it was prior to that. I started 
Phe Ton of this material easily a month ago. 

Houtrre.p. It is your considered opinion that this was not 
typed in the last 2 weeks, but was typed sometime within 

Mr. Lee Morean. The past 30 days. 

Mr. Horirrerp. Within the past 30 days prior to 2 weeks? 

Mr. Ler Moraan. Yes; I believe so. 

Mr. Ho.irrerp. I believe you testified that you either destroyed 
or ordered your secretary to destroy your penciled notes. 

Mr. Lee Moraan. The penciled notes, along with quite a few sheets 
of penciled preparation material of Commander Tavernetti’s and 
myself who helped in the preparation of this paper, were handed 
back by the secretary with the typewritten sheets. This is a portion 
of it. The penciled rough data was thrown away. 

Mr. Houtrtetp. And you threw that away; not your secretary, but 
you? 

" Mr. Lex Moraan. Yes. 
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Mr. Hottrretp. Now, who discarded the plans—you have testified 
that the balance of this document was discarded. Did you per- 
sonally discard the balance of this document, or your secretary ? 

Mr. Lee Moraan. I edited as we went down the line from one 
rough draft to another. I did it, the editing, yes, so it would be 
myself. 

Mtr. Hotirretp. So you discarded the other sections of this pre- 
pared, typed memorandum personally ? 

Mr. Ler Moraan. Yes, sir. 

Mr. Rosack. We have a reference in this memorandum to INSMAT 
letter of May 7, 1954. Do you recall what that letter was? 

Mr. Lee Morcan. Which letter is that? 

Mr. Rosack. The letter of May 7, 1954, from INSMAT, Los 
Angeles, to the Bureau ? 

Mr. Lee Morean. I have a copy of it. 

Mr. Rosack. In putting the pencil notation to the letter of that 
date, are we to understand that you conveyed to Mr, Powell the 
substance of that letter? 

Mr. Ler Moraan. I think so. 

Mr. Rorwack. Read the first paragraph of the letter into the record. 

Mr. Ler Morean (reading) : 

In reply to reference A, it is advised that a survey was conducted on the 
production procedures of the contractor as requested, and it is the opinion of 
this inspector that, based on current design, the contractor’s inspection pro- 
cedure for maintaining quality control for the manufacture of the Aero-6A 
rocket-launcher package is satisfactory at this time. 

Mr. Rosack. You are stating that you told Mr. Powell that you 
were advised by INSMAT in May that this quality-control procedure 
seemed to have broken down, had been repaired, and was satisfactory. 
Did you tell that to Mr. Powell ? 

Mr. Ler Morgan. I told Mr. Powell that the contractor was making 
every effort to improve quality control, but that apparently he was 
unsuccessful. 

Mr. Rospack. Why was he unsuccessful in November 1954 when 
the production had been completed in July ? 

Mr. Ler Morcan. Between the time of this letter, which is the 7th 
of May, to the end of the time he completed production, the difficulties 
continued. 

Mr. Ropsack. Well, you testified that, of a substantial number of 
defective lots, the Navy tested those aud accepted a substantial part 
of them until there were 6 residual lots and then the Navy retested 
those until there were only 2 lots. 

Mr. Lee Morean. I don’t believe that we had performed further 
testing on those six lots at the time of 

Mr. Rosack. That’s right. 

Mr. Ler Morean. Mr. Powell’s visit. 

Mr. Rosackx. Now, Mr. Powell recorded in his memorandum that 
he discussed with you the question of withdrawing Navy facilities 
from the Century plant; do you recall that? 

Mr. Lee Morean. I don’t recall that. I believe that discussion 
would have occurred with industrial planning rather than ourselves. 
I don’t recall the discussion. 

Mr. Rosack. Well, gentlemen, in any event, Century Industries 
raised the problem about some kind of facilities assistance of a limited 
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amount—I believe it was 15 thousand dollars—and a letter was sent 
by the Bureau, your Bureau, rejecting this request and containing 
this statement: 


It is noted that Century Industries has very limited current and foreseeable 
Bureau of Aeronautics contracts which warrant or necessitate the retention 
and use of these facilities by the company. 

Is it the policy of the Navy to advise contractors as to what the 
Navy intends to do in the future with respect to a company? 

Admiral Murpeuy. May I ask that you read that again, Mr. Roback; 
I’m sorry. 

Mr. Ropack (reading) : 

It is noted that Century Industries has very limited current and foreseeable 
Bureau of Aeronautics contracts which warrant or necessitate the retention and 
use of these facilities by the company. 

The letter also observed that the Air Force contract the company 
then had was going to be completed by the end of December, therefore 
the Bureau denied a request for some additional facilities assistance. 

Admiral Mureny. Speaking very generally, under conditions where 
a company might have requested additional facilities and the Navy 
had no plans that would warrant the supply of those facilities, we 
would normally tell the company, in disallowing their request, some- 
thing of our future plans. 

Mr. Hotirtetp. The amount was $15,000. 

Mr. Ropackx. Mr. Morgan, do you stand on your testimony that you 
don’t recall any substantial discussion of the “Smiley” ? 

Mr. Ler Morcan. With whom? 

Mr. Rosack. With Mr. Powell. 

Mr. Lez Morgan. Mr. Powell did discuss “Smiley,” I believe. 

Mr. Rozgacx. What do you recall was conveyed to him with regard 
to the differences between the “Smiley” and the 6A ? 

Mr. Lee Morean. That I told him about it? 

Mr. Ropack. Yes. 

Mr. Ler Morean. That I recall? 

Mr. Ropack. Yes. 

Mr. Ler Moran. Well, I recall nothing specific in discussing the 
“Smiley” with Mr. Powell, other than the fact that one was a shipper 
and one was a launcher only. 

Mr. Rozack. Did you give him any reason to believe that there were 
no substantial differences between the two that might affect the patent 
issue ¢ 

Mr. Ler Morean. I don’t recall. 

Mr. Rogack. You don’t recall having told him that? 

Mr. Lez Morean. I am not in the patent end of the business. 

Mr. Houirtetp. Mr. Morgan, did you testify also before the Hébert 
committee that the MA-3, the Aero-6A, and the “Smiley” were sub- 
stantially the same launcher ? 

Mr. Lee Morgan. I believe I did. 

Mr. Howtrrevp. And did you subsequently visit the Century Indus- 
tries plant and see for the first time the “Smiley” launcher ? 

Mr. Lee Morean. No, sir; I had seen the “Smiley” launcher in the 
Bureau. 

Mr. Hottrretp. Did you remark on a visit to Los Angeles that you 
didn’t realize—in substance that you didn’t realize there was so much 
difference between the two? 
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Mr. Ler Morean. I don’t recall making such a comment. 

Mr. Ho.trrecp. Yesterday we asked you to check whether the en- 
vironmental tests and the vibration tests had been conducted on the 
launchers, the test launchers which were—I am speaking now of the 
19-rounders—which were fired prior to the firing test. Have you been 
able to check that? 

Mr. Lee Morean. I have not been able to get that. 

Mr. Hortrrevp. You will furnish that to us later? 

Mr. Lee Morean. I can give you information, though, on the mois- 
ture absorption at the Dayton T. Brown Laboratory to indicate that 
that is absolutely no problem. 

Mr. Hottrrecp. Well, of course, if you want to volunteer that as 
your judgment, that is all right. But it still doesn’t give us the infor- 
mation which we asked. 

Mr. Ecxuart. Mr. Chairman, if I may inject right here, is there 
not a difference, Mr. Morgan, between the problems you might have 
with respect to absorption of moisture prior to the time that the 
tubes are assembled into a cluster and became a finished item and are 
tested at Dayton Brown as a completed launcher ? 

Mr. Lee Moraan. Yes. 

Mr. Ecxuart. There is still a possibility, then, that you could have 
difficulties in terms of the tolerances, expansion and contraction of the 
tubes before they go into the finished products ? 

Mr. Ler Morean. There isa pdexitiie problem there. 

Mr. Houirrecp. Admiral Murphy, in your statement yesterday you 
said it is believed that component price increases are compensated by 
price decreases and that no significant contract price change per 
launcher will result. Is this committee to judge from that statement 
that there has been no representation made by the producing com- 
pany, the B. & G. Co., which would indicate that there must be a 
substantial price increase in their product? 

Admiral Murpry. Mr. Chairman, I believe I also stated that the 
matter of the effect of the changes was currently under negotiation 
and the opinion that was expressed was that of our technical people 
and is not, or should not be, then as firm at this time. 

This is still in the hands of negotiation. This is a technical guess 
based on the nature of the changes. 

Mr. Hortrterp. In the testimony of the Air Force they indicated 
that they had spent a considerable sum of money in research and 
development with the Weatherhead and Polan people, notwithstand- 
ing this was a production item which had been let on a production 
contract. Can you tell us at this time whether the Navy has furnished 
funds to B. & G. for research and development or services in the 
research and development field on this so-called competitive bid 
contract. 

Mr. Hauck. No, sir; we haven’t to date. 

Mr. Hortrretp. What is it ? 

Mr. Hauck. We have not to date. 

Mr. Hourrretp. Did you on the so-called learner sample group, the 
150? 

Mr. Hauck. No, sir; we did not. 

Mr. Horirrecp. Are you obligated to? 

Mr. Hauck. Not to my knowledge. 
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Mr. Rosackx. Mr. Chairman, the record yesterday shows that as 
far as the Navy testing of those learner samples which are over and 
beyond the contract, the Navy portion of it, the Navy expense of test- 
ing was borne by the Navy. 

Mr. Hauck. This testing I assume—you can answer that. 

Mr. Ler Moraan. Yes, I believe so. 

Mr. Ho.trievp. You have no computation of the amount that is 
involved in the testing ? 

Mr. Lee Morean. No, I have not. 

Mr. Ho.irmtp. Would this involve the utilization of testing 
grounds and the furnishing of rockets free? 

Mr. Lee Morean. If the Navy paid for the testing, yes. I can’t 
assert that we paid for the tests. 

It will have to be determined from the naval ordnance test station. 

Mr. Howtrtetp. You will supply us that information and give us 
an evaluation of the time spent on the testing range and the normal 
charge for that time to outsiders and also the number of rockets and 
the approximate value of those rockets which have been used in this 
testing. 

ree Moreuy. This, Mr. Chairman, is for those preproduction 
samples that B. & G. voluntarily supplied, I take it. 

Mr. Hotirrevp. The preproduction samples or such portion thereof 
as have been tested. 

Admiral Mourruy. I thought we were talking about a set, before 
the 150. 

Mr. Rosack. It might be termed pre-preproduction samples. 

Admiral Murpuy. That’s right. 

Mr. Horirrerp. As far as your production samples your testimony 
does not apply ? 

Mr. Hauck. That’s right. 

Admiral Murrny. I take it we will supply the information con- 
cerning the pre-preproduction samples; is that all right ? 

Mr. Ho.trrevp. That will be all right. 

Mr. Rozacx. Admiral Murphy, we are trying to get some informa- 
tion on the testing procedures of the Navy. Now cedeen the Armed 
Services Committee a sample of a disintegrated launcher was dis- 
played from lot 54 of the Century Industries. Is it or is it not a 
fact that the lot from which this display picture was made was 
accepted by the Navy on retest? 

Mr. Lee Morean. It appears that that was accepted. 

Mr. Houirretp. On what date was that lot 54 accepted by the Navy? 

Mr. Lee Morean. The record does not show here. You have that 
record in my file. 

Mr. Rosack. Admiral Murphy, in December 1954, Admiral] Ek- 
strom wrote a letter to Century Industries expressing concern about 
disintegration of launchers in their production and stating that the 
disintegration of launchers in flight is considered a hazardous condi- 
tion to both the firing aircraft and other aircraft that could be flying 
through the debris. At a later time before the Armed Services Com- 
mittee Admiral Harrison was asked a question about that, and the 
photograph that I showed to you was displayed, and Admiral Harri- 
son replied. In response to the question what would happen to a 
plane when such disintegration would occur, he said: 
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That is a question I cannot answer and I don’t think anyone can on the basis 
of the studies we have made so far. 

Do you understand that to be a qualification of the statement that 
was made by Admiral Ekstrom? 

Admiral Murruy. I will have to answer that simply on my expe- 
rience as a naval aviator. I would think that any time that a pack- 
age hung under the wing of an airplane disintegrates, it is dangerous. 

Mr. Rosackx. Mr. Morgan, did you draft that letter for Admiral 
Ekstrom ? 

Mr. Lee Morean. The initial draft was prepared by me, I believe. 

Mr. Rosack. Did you advise Admiral Harrison mnie that 
the studies would not indicate what would happen to a plane? 

Mr. Ler Morean. I do not recall any such statement. 

Mr. Rosack. Mr. Morgan, were you one of the Navy personnel that 
investigated the sources for the three production contracts on the 
Aero-6A ? 

Mr. Les Morean. Yes. 

Mr. Ropack. I believe it was in 1953. 

Mr. Ler Morgan. Yes. 

Mr. Rosack. You reported back that a number of sources, some 
6 or 7, were adequate, including Spra-Con Corp. of Chicago? 

Mr. Lez Morgan. The report: 

Mr. Hauck. Yes, that is true. 

Admiral Murrny. If you don’t know, say so. 

Mr. Lez Morean. Spra-Con, I did not survey. 

Mr. Rospack. Someone else surveyed that ? 

Mr. Lee Morean. That is correct. 

Mr. Rosacx. Did Spra-Con perform that contract ! 

Mr. Hauck. Through Cincinnati Industrial on a subcontract. 
They did not perform it themselves. 

Mr. Rosack. Was the survey made of Cincinnati when it was deter- 
mined that there would be this transfer? 

Mr. Hauck. A trip was made by Mr. Hall to Cincinnati Indus- 
trial. I have not seen the writtten report. Mr. Hall is not here. 
I know he went there and looked at it. 

Mr. Rozack. There is no recorded report of a visit, of a survey; 
is that correct? 

Mr. Hauck. That is correct, I cannot find it. 

Mr. Rosackx. Admiral Murphy, what is the policy of the Navy 
when a source is investigated for adequacy in producing, the con- 
tract is awarded to the source by negotiation, and there is 100-percent 
subcontract to another company ? 

Admiral Murruy. The policy on that, sir, is that 100-percent sub- 
contracting of an end product is—or in fact any subcontracting of 
a total end product cannot be done without the approval of the 
contracting officer. 

Mr. Rosack. Did the contracting officer in the case of the Spra- 
Con contract give his approval ? 

Admiral Murrny. It is my understanding he did. 

Mr. Hauck. Yes, sir. 

Mr. Houirtevp. You have testified that you had no survey of facili- 
tis as far as you know in your records? 

Mr. Hauck. No, sir, I can’t find any. 
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Mr. Houirtetp. Of Cincinnati Industrial ? 

Mr. Hauck. That’s right. 

Mr. Hotirretp. Do you see anything unusual about that fact that 
here is a company that had been awarded a contract and this company 
immediately turned around and without setting up a production line 
or setting up any kind of facilities subcontracted their whole contract 
to some amateurs who did not have facilities either at that time? 

Mr. Hauck. I don’t have knowledge to answer that question. I 
did not survey that plant. 

Mr. Ho.trtexp. You knew that Mr. Heimann and Knoebel of the 
CIF were not in that type of business ? 

Mr. Hauck. No, I did not know that. 

Mr. Hotirrevp. Were you the contracting officer ? 

Mr. Hauck. No, sir, I.am not. 

Mr. Houtrtetp. Did you know that Mr. Heimann was in the tailor- 
ing business ? 

Mr. Hauck. No, sir, I did not, not to my knowledge, I didn’t. 

Mr. Hottrrecp. Rather than the hardware manufacturing business. 
Did you know that Mr. Knoebel was in the food processing business, 
restaurant business, cafeteria type of business ? 

Mr. Hauck. No, sir, not to my recollection. 

Mr. Rosack. What was Cincinnati Industrial represented to you 
when you made an award to Spra Con? 

Mr. Houtrtetp. When Spra Con came to you for the subverting of 
their contract to Cincinnati Industrial Finishing, did they make a 
presentation to you that the CIF had facilities or not ? 

Mr. Havcx. I can’t answer that question. That is not within my 
knowledge. They didn’t come to me. We survey Spra-Con. They 
did not come to me. 

Mr. Houtrtetp. And granted them a 40,000 unit contract ? 

Mr. Hauck. The contract is to Spra-Con, subcontract 

Mr. Ho.trtevp. The contract is to Spra-Con for 40,000 units of 
rocket launchers ? 

Mr. Hauck. Yes, sir. 

Mr. Houtrretp. And subsequent to that they subcontracted the full 
amount ? 

Mr. Hauck. Yes, sir. 

Mr. Hotirrevp. To a firm known as Cincinnati Industrial Finish- 
ing Co.? 

Mr. Hauck. That is true. 

Mr. Houtrretp. This company was owned by Mr. Heimann and a 
Mr. Knoebel. Mr. Heimann was in the tailoring business and Mr. 
Knoebel was in the restaurant business. And the question I am ask- 
ing you now is, Did the Navy approve of that subverting of the con- 
tract with or without an investigation of the CIF facilities? 

Mr. Hauck. I have testified that Mr. Hall surveyed it. I don’t 
have a report of it. He reported back and they did do that; yes. 

Mr. Houtrtetp. Would it not be a normal course of procedure for 
Mr. Hall, as an investigator, a facility investigating officer of the 
Navy, to have made a written report on that? 

Mr. Hauck. Normally it would. He was told to go out there on 
very short notice. We were trying to get contracts out. I remember 
when we were under terrific pressure to get these contracts out. 
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That’s all I can tell you. I didn’t go there. I have never.seen the 
plant. All I can tell you is tomy knowledge. 

Mr. Howtrrevp. Mr. Morgan, you have heard the questions which I 
directed to Mr. Hauck. Can you shed any light upon the subject! 
Did Mr. Hall make to you a written report ? 

Mr. Lee Morgan. No, sir. 

Mr. Houirretp. Do you know anything about Mr. Hall’s visit at 
that time? 

Mr. Lee Morgan. No, sir. 

Mr. Howirtecp. Did you have anything to do with approving or 
awarding the contract to CIF ¢ 

Mr. Lee Morcan. None whatsoever. 

Mr. Houtrtetp. Who did? 

Mr. Morean. The contracting 

Mr. Houirtetp. Who was the contracting officer ? 

Mr. Morean. I don’t remember. 

Mr. Ropack. Was it Mr. Tassin ¢ 

Mr. Hauck. I don’t know. 

Mr. Rosack. Did you ever inspect the Cincinnati Industrial plant 
for a production line? 

Mr. Lee Morean. I only saw the plant once after the contract had 
been awarded. 


Mr. Rosacx. Was it in the nature of an inspection visit at that 
time? 





Mr. Ler Morean. Yes, sir; to see if production was coming along. 

Mr. Rosackx. Were you aware of the fact that then, in order to dis- 
play some performance, the company had to procure a number of 
intervalometers from Century Industries? 

Mr. Ler Morean. I was not aware. 

Mr. Ropsack. Had you gained subsequent knowledge concerning 
that particular episode / 

Mr. Lee Morcan. Mr. Babbitt stated he sold this company some 
intervalometers to get them started. 

Mr. Ropackx. Did Mr. Babbitt state to you as the Navy contractor 
responsible for supervising the engineering of these companies that he 
had personally carried these intervalometers to the company, and the 
saine arrived the day of your visit, but the persons who met him did 
not tell him of your visit and kept him away from the plant ¢ 

Mr. Lee Morean. Mr. Babbitt said that, yes. 

Mr. Houirretp. Mr. Campbell, you heard the questions I asked Mr. 
Hauck and Mr. Morgan. Do you have any knowledge of these mat- 
ters? 

Mr. Campreti. No, sir. I visited none of the companies and to the 
best of my knowledge I sat in on none of the conferences. 

Mr. Ropack. Admiral Murphy, what is the policy of the Navy with 
respect to requiring a contractor to keep the Navy advised as to 
whether any fees or commissions are paid for the procuring of con- 
tracts? 


Admiral Murpnuy. There is a standard clause in our request for 
proposals that requires him to state whether he has paid for any such 
services to the best of my knowledge. , 

Mr. Hoxtrretp. Admiral Murphy, will you later, after you leave 
the room today of course, look into the matter of why this contract 
was. awarded to Spra-Con and then Spra-Con was allowed to collect 
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a 5 percent override on it and contract the full amount to the Cin- 
cinnati Industrial Finishing Co.? Will you see if you can find some 
additional information from any other people that you know of that 
may have had something to do with it? 

Admiral Murrny. We will supply what we can. 

Mr. Hourrrevp. Furnish that to the committee. 

Mr. Ropacx. I am trying to find out if the Navy has a policy that 
the payment of commission or fees in the procuring of contracts shall 
be stated to the Navy. Is the Navy concerned when that requirement 
is sidestepped by a hundred percent subcontract arrangement? You 
may consult with your attorney. 

Admiral Murrnuy. I am afraid I don’t quite understand. 

(Consulted with Mr. Sass.) 

Mr. Houirrevp. Are you ready to answer? 

Admiral Murreny. fF believe so, sir. As I understand this, Spra-Con 
submitted a response to our request for proposal which presumably 
was evaluated and the award was made. 

The clause, as I understand it, would apply if Spra-Con had paid 
someone to secure, to assist in securing that contract. As far as I know, 
this would not apply in the event of subcontracting. 

Mr. Houirtevp. In order that the record may be clear as to my 
question—it would be misunderstood if I left it the way it was—the 
5 percent commission was shared by other persons than Spra-Con. 
If I have been correctly informed, Spra-Con received a 1 percent of 
the 5 percent and there were how many 

Mr. Rowack. The commission came to the company that performed 
the contract as I understand it, Mr. Chairman. We have information 
that the General Accounting Office is prepared to testify on. Members 
of the company that performed the contact received a commission 
and members of the company that subcontracted received a commis- 
sion. As to the percentages, I believe 1 percent of the total price of 
the contract went to the company that received the contract, and 
114 percent went to the company that was a subcontractor; is that 
correct ? 

Admiral Mureny. Mr. Chairman, I will have to look this up. To 
the best of my knowledge the contract was with Spra-Con at a fixed 
price and we only paid Spra-Con. 

Mr. Houtrtevp. I think we still have a little confusion. I will 
let Mr. Eckhart who examined that part of the contract clarify the 
record for all of us. 

Mr. Ecrnmarr. Other than the last part of Mr. Roback’s remark, 
there was a third partnership involved to which the entire commission 
of 214 percent of the total price of the contract was paid. One-half 
of or 1 percent of the 214 was paid to the Spra-Con Co. And the 
114 percent was paid to the third company, members of which com- 
prised the senior partners of the subcontractor. 

Admiral Mureny. Are you intending to mean the Navy paid these 
commissions ? 

Mr. Horirtrerp. Not directly, Admiral. It was embodied in the 
contract. It was a subtraction from the total amount of the contract. 
We don’t intend to convey any wrongdoing on the part of the Navy. 

It is an interesting fact that such a situation can exist in a contract 
and we are making no accusation that the Navy did this. 
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But in studying these contracts of different kinds for procurement 
for the Air Force, the Navy, and the Army, we come into some very 
strange situations, and some of these cause us to ask these questions. 
What we are trying to do in this subcommittee is to find out how 
contracts are let and how articles are procured and if there is any 
uniform standard or if there is a varying standard between the three 
services and also within the same services, as applied to different 
contractors. 

These are some of the facts which our staff members have come 
across in studying these contracts and payments. 

Mr. Ecxuart. Mr. Chairman, I think it might be helpful if the 
admiral would have the contracting officer present at our next session 
in addition to any information that is contained in the Navy files 
with respect to the relationship between the Cincinnati Industrial 
Finishing Co. and the Spra-Con Co. or any alleged relationship that 
existed that was contended by either of the two parties. 

Mr. Ropack. And also as to that, Admiral Murphy, in response to 
my previous question, whether commissions paid to 100 percent sub- 
contractor or to the original contractor after the awards are in effect 
a contravention of the Navy policy regarding payment of fees or 
commissions. 

Admiral Murrny. Mr. Chairman, I would greatly appreciate it— 
we have a very complicated series of questions here. Would it be 
appropriate to ask if your staff could put these a in writing 
so that we can be sure they are answered correctly ¢ 

Mr. Hottrrecp. We will clarify this. We will have the gentle- 
man from the GAO who scrutinized this contract to make a chrono- 
logical factual statement in regard to some of the things which he 
found, and then you will have that, and if there are some specific 
questions which you do not understand the staff will clarify them 
with your staff. 

Mr. Rosack. Mr. Chairman, may I observe that it has been repre- 
sented to us by the Navy witnesses that Commander Allen is here 
from Shumaker. There are certain questions regarding testing which 
we wanted to get answered for the record. 

We would like to release Commander Allen to return to his business 
at Shumaker which has to do with further testing. 

Mr. Houtrtetp. Will you be available at this time, Commander 
Allen, for some questions ? 

Mr. Aten. Yes, sir. 

Mr. Horirtevp. Mr. Morgan, will you please handle these questions ? 

Mr. Eart MorGan. Before we get that, I would like to ask Admiral 
Murphy if the Navy or the Bureau of Aeronautics has received any 
communication from the field regarding the effectiveness or adequacy 
of any of these launchers that have been produced under any of the 
contracts awarded in 1953? 

Admiral Mcrprry. May I ask that question of Mr. Morgan? 

Mr. Lee Morean. Yes: we have some reports in from the field on 
these launchers. 

Mr. Karr, Morean. Are you familiar with a report on lots 44 and 45 
of the FTC 54-146 which was a Spra-Con contract, I believe ? 

Mr. Ler Morgan. 44 and 45? 

Mr. Kart Morean. That's right. 
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Mr. Lee Morean. From the field? 

Mr. Earu Morean. From the field. 

Mr. Lee Moraan. I can’t recall offhand any report pertaining to 
them. 

Mr. Eart Morean. Admiral Murphy, this is a classified document 
und will you read what portion you can without violating that 
classification ? 

(Examined by Admiral Murphy.) 

Mr. Eart Morcan. I might correct that, Mr. Chairman, to say, 
instead of “the field,” “the fleet.” 

Admiral Murrny. Either one is acceptable. 

Since this is a report of a malfunction of ammunition in the field, 
1 don’t believe there is any part of this that I can properly read. 

Mr. Houirtevp. All right. 

That has to do with the 6A launcher. 

Admiral Mureuy. Certainly not the nature of the failure; this is 
the 6A launcher. 

Mr. Houtrretp. As produced by 

Mr. Lee Morgan. 54-146f is Radiant. 

Mr. Eart Moreayn. I have here another file that is numbered 54— 
146f, that bears the name Cincinnati Industrial Finishing Co. 

Mr. Hauck. You are right. 

Admiral Mcurpnuy. My record shows that 54-146f is Spra-Con. 

Mr. Lrescomse. Mr. Chairman, what was the paper that you were 
talking from that you thought it was Radiant? 

Mr. Hauck. I had made a list of all the contracts we made; it is a 
typing error. I have a summary so we can check quickly unit prices 
and so on. 

Mr. Larscome. Is that an official meeting ? 

Mr. Hauck. No; it has been made for this meeting so I can quickly 
refer to contractors, unit. price, total price. 

Mr. Earn Morean. Mr. Chairman, do you want to get this infor- 
mation in executive session or have it furnished and be treated as 
classified material until it can be subsequently reevaluated ? 

Mr. Houirrep. We will take up this matter of whether this should 
be classified or declassified later with you, Admiral, in your executive 
session. 

Admiral Murpnuy. All right, sir. 

Mr. Ear Morcan. Admiral, in addition to this letter have you re- 
ceived any notice of defective aero 6A launchers being received at any 
overseas activities. 

Admiral Murpny. Can either of you answer that / 

Mr. Lee Morean. I can. Yes: we have had reports of that. 

Mr. Fart Morgan. In what quantity ? 

Mr. Lee Morean. I don’t recall. I will have to check the record. 

Mr. Kart Morcan. Have you had more than one report on that ? 

Mr. Lee Morean. I can think of only one report from an overseas 
activity. I can recall only one. There may have been more. But I 
can recall only one at the moment. 

Mr. Eart Morcan. Can you recall the approximate date of that 
communication ? 

Mr. Lee Moraan. It is a couple of years ago. 

Mr. Eart Morcan. Admiral Murphy, I am wondering if we could 
use the first paragraph of this? This confidential document here? 
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(Examined by Admiral Murphy.) 

Mr. Houirretp. Admiral Murphy, it seems like it is taking a long 
time to determine on that one paragraph. You don’t have to go 
through the whole file for that one. 

Admiral Murpuy. No; I am just looking at the answer to try to de- 
termine the nature of this. 

Mr. Eart Morcan. That would be a separate question. 

Admiral Murrny. Yes; I realize that. 

I have no objection to reading the first paragraph into the record. 

Mr. Eart Morcan. Would you read the identifying data on the 
document ¢ 

Admiral Murpny. This is an excerpt from a classified letter from 
the Chief of the Bureau of Ordnance to the Chief of the Bureau of 
Aeronautics, serial 4749, dated July 14, 1955: 

By references A, B, C, and D— 
which are reports from fleet activities— 
the Bureau of Ordnance was advised of approximately 1,000 defective Aero 6A 
launchers received overseas activities, and was requested to furnish disposition 
instructions for these launchers. 

Mr. Eart Morean. Has the Navy determined from which contract 
or contracts these launchers were supplied ? 

Mr. Ler Morgan. No. 

Mr. Eart Morgan. Admiral Murphy, or Mr. Morgan, has inspec- 
tion subsequent to acceptance of launchers delivered by the Cincinnati 
Industrial Finishing Co. revealed any deficiencies ¢ 

Mr. Ler Morcan. What inspection do you refer to in that respect ? 

Mr. Eart Morcan. Any inspection that was made after acceptance 
by the Navy of these launchers. 

Mr. Ler Morgan. I don’t know. 

Mr. Eart Morgan. You know of none? 

Mr. Lee Morean. I don’t know. 

Mr. Eart Morcan. Mr. Chairman, I would like again to have the 
admiral examine this document that I am referring to and see what 
portion of this we can insert in the public record and what portion 
would have to go into the executive record. 

(Examined by Admiral Murphy.) 

Mr. Eart Morcan. Admiral, in an attempt to conserve time here, 
if we might insert that report, that record or parts of it at this time, 
after clearing with your people, we will go on to another question. 

Admiral Mureny. I would rather have this examined and cleared. 

Mr. Eart Morcan. We might just. refer to the date. You can 
identify the document for the purpose of the record. 

Admiral aii The document in question is one from—it is 
identified as Naval Ordnance Are ility, Navy No. 3912, care of Fleet 
Post Office, San Francisco, Calif. It is confidential, serial 036f, 
March 31, 1955. 

Mr. Eart Morgan. Admiral, while you have the file there, would 
you look at tabs 6 and 7 and also identify those documents? We will 
take the same matter up later as to the release of that information. 

Admiral Murpuy. I believe, sir, that the tab 6 is inserted as an 
enclosure to what appears to be to Naval Ordnance Facilities, Navy 
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No. 3912, care of Fleet Post Office, San Francisco, Calif., confidential 
letter of 022f, March 8, 1955. 

Another document for identification is Naval Ordnance Facilities, 
Navy No. 3912, care of Fleet Post Office, San Francisco, Calif., serial 
010f, February 4, 1955, classified confidential. 

Mr. Eart Morean. Mr. Morgan, to your knowledge were any 
waivers granted on any of the items called for under the testing speci- 
fications of the CIF or Spra-Con contract ? 

Mr. Lee Morcan. Yes; there were waivers granted relative to cer- 
tain items of the test procedure of all three contractors. 

Mr. Eart Morean. Specifically, can you tell us what item 4.2.3.22 
is ? 

Mr. Lee Morean. Yes; these are typical waivers that we have 
granted. 

Mr. Eart Morcay. Will you identify what items are called for 
under that portion of the test ? 

Mr. Lee Morean. One of them is the aft bulkhead push test. An- 
other is a detent pull test. 

Mr. Eart Morcan. What is the significance of the detent pull test ? 

Mr. Lee Morcan. That measures the resistance of the rocket, the 
ability of the launcher to retain the rocket under arrested landing 
conditions. 

Mr. Eart Morcan. Would it also have any bearing on the firing of 
the rockets if the detent is too high, could it possibbly hold the 
rocket and restrict it from being fired in that regard ? 

Mr. Lee Morean. If a. detent strength exceeds the thrust of the 
rocket it would hold the rocket in position. 

Mr. Eart Morean. Is that one of the reasons for incorporating this 
test into your specifications ? 

Mr. Lee Morean. Yes. 

Mr. Eart Morean. And you say that this test was waived on certain 
lots of the Spra-Con contract ? 

Mr. Lee Morcan. No waivers were ever granted for detent strengths 
which were in excess of the thrust of the rocket, sir. 

Mr. Eart Morean. In other words, if it was a high detent there 
were no waivers. The waivers would apply only to those that had a 
low detent ? 

Mr. Ler Morcan. The specification gives a range of release forces. 

Some waivers were given that were in excess of the release force 
and some which were below. 

Mr. Eart Morcan. Now you say’some were given if they were excess 
and some were given if they were below ? 

Mr. Lee Morcan. Correct. 

Mr. Eart Morean. If one is in excess of the maximum allowed pull 
would that not have some bearing on whether or not the rocket would 
hang in the launcher? 

Mr. Ler Moraan. No. 

Mr. Eart Morgan. It would not? 

Mr. Lee Morcan. No. We never approached that point in that. 

Mr. Eart Morcan. Were any of the launchers produced by Radiant 
under their two contracts rejected for reasons of high latches? 

Mr. Ler Morgan. Yes. 

Mr. Eart Morean. Can you give us the approximate quantity of 
those ? 
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Mr. Lez Morean. No; I can’t. It is in the record, I’m sure. 

Mr. Eart Morgan. Mr. Chairman, I have here a document that 
bears no visible classification that I can see. Is this file classified, 
Admiral ? 

(Examined by Admiral Murphy.) 

Admiral Murpuy. I see no indication of classification of that 
document. 

Mr. Eart Morean. Mr. Chairman, this appears to be a letter dated 
May 16, 1955, from the Naval Inspector of Ordnance to the Chief, 
Bureau of Aeronautics (A R-457). 

By the way is that your code number or symbol, Mr. Morgan? 

Mr. Ler Seeks It is. 

Mr. Eart Morean. And under paragraph 3 of this letter it states: 

Approximately 2,900 Aero-6A launchers manufactured by Radiant Manu- 
facturing Co., originally rejected for high. latches and where modified motor 
lock plugs may permit packaging of rocket motors, remain to be screened on 
the load line when Aero-6A launcher packaging is resumed. When this screen- 
ing operation has been completed disposition instructions will be requested for 
all rejected launchers. 

Can you tell us what the final disposition was of this quantity of 
launchers ? 

Mr. Ler Morean. It would be in the record. I don’t remember the 
figures. 

Mr. Eart Morean. Mr. Chairman, we will try to get that informa- 
tion and insert it at this point in the record. 

Mr. Horirtexp. It will be received. 

(See p. 562.) 

Mr. Eart Morean. Mr. Morgan, is it considered a failure in the 
firing test if the detent pull is not according to the specifications? 

Mr. Ler Moreau. In the firing test ? 

Mr. Eart Morean. In the lab tests? 

Mr. Lee Morean. Yes; that isa technical failure. 

Mr. Eart Moraan. Does that require resubmission of test samples? 

Mr. Lee Morean. It does when in our opinion a pattern has de- 
veloped. 

We did not always reject if they were above or below the specifica- 
tion limit. 

Mr. Eart Morean. Will you note these lot numbers and furnish 
the committee the information as to whether or not these lots required 
retesting : 12, 13, 14, 18, 19, 20, 22, and 24. 

Mr. Lee Morean. What contract ? 

Mr. Ear Moraan. CIF. 

How serious must a tube rupture be before it is disqualifying? 

Mr. Ler Morean. It is not disqualifying. 

Mr. EArt Morgan. Tube ruptures are not disqualifying; is that it? 

Mr. Ler Moraan. No. 

Mr. Eart Morean. You stated earlier, Mr. Morgan, that the Cin- 
cinnati Industrial Finishing Co. had experienced a smooth operation 
and that you had less difficulty, I believe, with this contractor than 
any of the others; is that correct ? 

Mr. Ler Morean. To my recollection ; yes. 

Mr. Eart Morean. Did you not have trouble with a number of 
lots, there, at least 14, on the proper location of the jack plugs ? 

If it will be helpful I will give you lot numbers and you can give 
us that information later. 
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Mr. Ler Morean. Will you identify the trouble you have mentioned 
a little further? 

Mr. Campse.L. Do you have a serial number of a letter there / 

Mr. Lee Morcan. Do you have a letter I can see? 

Mr. Eart Moraan. Not in front of me, but this was classified as 
jack plugs being RE ORR located. I will give you the lot numbers. 

Mr. Ler Morcan. Who classified it as such? 

Mr. Earu Mcrcan, That is what the document stated. 

Mr. Houirietp. You are using the word “classified” in the nature 
of described, not in the nature of security. 

Mr. Earu Morean. Right. This would be reports from NAD Shu- 
maker to BuAer. These are the lots. 

Mr. Ler Morean. There is no point in giving me that. You have 
all my files. 

Mr. Ear Morgan. On returning them to you, if we don’t have this 
information at that time, we will wait for you to furnish it to us. 

Lots 4, 7, 8, 9,10, 16, 19, 20, 21, 22, 23, 24,25, and 26. 

For a total of 6,450 launchers. 

Mr. Lee Morgan. This is misplaced jack plugs. 

Mr. Eart Morcan. Improperly located. 

Mr. Morgan, can you tell us what the purpose was for the special 
firing test at Patuxent River on March 9, 19547 

Admiral Murrny. Might I—he was still tr ving to write that down. 

Mr. Ler MorGan. Repeat that, please / 

Admiral Mcreny. Might L ask that you repeat that ? 

(Question read. ) 

Mr. Ler Morean. Yes. The purpose of the firing was to evaluate an 
intervalometer guard. 

Mr. Eart Morean. On which contract was this ? 

Mr. Lee Morean. The Spra-Con contract. 

Mr. Eart Morcan. Was this done at Government expense or at 
contractor's expense ? 

Mr. Lee Morcan. Government. 

Mr. Eart Morcan. Why was this not tested at Shumaker where the 
normal testing was carried on at that time / 

Mr. Lee Morcan. Shumaker is merely a loading depot. The per- 
sonnel at the Naval Air Test Center at Patuxent River, Md., are more 
qualified to evaluate armament items in the nature of this particular 
item. 

Mr. Eart Morcan. Do you know what representatives of the con- 
tractor if any were present at that firing? 

Mr. Lee Morcan. Mr. Ulrick, I believe and Mr. Heimann, T think: 
I] am not sure. 

Mr. Eart Morcan. You have stated previously that the Radiant 
Manufacturing Co. experienced no disintegration in the firing of their 
test launchers, test samples; is that correct / 

Mr. Ler Morcan. Yes. 

Mr. Eart MorcGan. Does that answer apply to both contracts ? 

Mr. Ler Morcan. No; it does not. 

Mr. Eart Morcan. Will you tell us if there were any disintegrations 
on the second contract awarded to the Radiant Manufacturing Co. ? 

Mr. Lee Morcan. Yes; there were. 


Mr. Eart Morcan. Do you know approximately how many there 
were { 
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Mr. Ler Morgan. I don’t recall. 

Mr. Eakt Morean. Getting back to your earlier statement that CIF 
had a smooth operation, can we ask Commander Allen from his reports 
to determine the quantity of launchers fired out of lot 1 on that 
contract ? 

Commander Allen, do you have a record of the test firing of the 
lot 1? 

Lieutenant Commander ALLEN. No, sir. 

Mr. Eart Morean. Mr. Chairman, I think the records that have 
been furnished us by the Navy will show that at least 40 launchers 
from lot 1 were fired, were test fired. 

Are you familiar with that, Mr. Morgan? 

Mr. Lee Morean. No; I am not. I don’t recall that large a number 
of launchers being fired. 

Mr. Eart Morgan. Will you check and see if on February 9, 1954, 
February 11, February 20, March 4, and March 1 they had firings? 

Mr. Ler Morcan. March 1 and March 4. 

Mr. Eart Morean. Right. 

On lot 4, which Commander Allen also say he does not have the 
record of, the records furnished by the Navy reflect that on February 
11, 1954, 12 launchers were test fired. On February 20, 1954, an addi- 
tional 12 launchers were test fired. 

Mr. Houtrtecp. From what lot ! 

Mr. Eart Morean. Lot 4. On lot 5, which Commander Allen also 
states he does not have a record, our records show that on March 1, 
1954, 12 launchers were fired and on March 4, 1954, an additional 
quantity of at least 4 launchers were fired, Can: you tell: us,-Mr. 
Morgan, what the required number for test firing were under the 
contract from each lot ? 

Mr. Lee Morean. Normally unless there has been a rejection at the 
lab we test fire 2 from every 500. 

If there is a failure, we then fire double that number. I don’t 
know why there would be that many fired. I don’t recall that they 
were firing failures. 

Maybe there were laboratory difficulties. We will have to check 
the record to find out why. I don’t know. 

Mr. Eart Morcan. You have no explanation for why they would 
test fire quantities of 12 and then again test fire from the same lot an 
additional quantity of 12 or more ? 

Mr. Lre Morean. Not unless they were running evaluation of am- 
munition or something of that sort. I don’t believe it was in connec- 
tion with our test program, but I can’t be sure. 

Mr. Hortrretp. Could I ask you a question which may not be strictly 
in line with these others, but in the testing of these launchers, did 
vou use rockets from lots which had been tested or was there any joint 
testing of rockets and launchers at the same time ? 

Lieutenant Commander Atten. Mr. Chairman, in that respect, only 
such ammunition as has been thoroughly tested and to the best of our 
knowledge was used, accepted ammunition—all ammunition used for 
tests of launchers is from acceptable ammunition that has been 
thoroughly tested beforehand. 

Mr. Horrrrmip. I would think that would be because otherwise you 
would have a variable factor there. You wouldn’t know which had 
failed, the launcher or the rocket. 
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Lieutenant Commander ALLEN. It is available for fleet use. 

Mr. Eart Morcan. Commander Allen, do you remember whether 
your record reflects the total number of launchers that disintegrated 
during the firing tests on the Radiant contract of 1954% Do you 
have that in summary form ? 

Lieutenant Commander ALLEN. No; I don’t. 

Mr. Eart Morean. Could you furnish us that in summary form, 
similar to this chart that was prepared for the Armed Services 
Committee ? 

Lieutenant Commander AuLEN. I haven’t seen that chart. 

Mr. Eart Morean. We will show it to you. 

Commander Allen, can you give us a report on the test firings to 
date of the launchers under the Be-Ge contract ? 

Lieutenant Commander Auten. The test-firing dates ? 

Mr. Eart Morean. The results to date? 

Lieutenant Commander AtuEN. Yes, sir; I have the file on that. 

Mr. Eart Morgan. Can you briefly summarize that for the commit- 
tee at this time? Give us the number that have been fired and the 
results of that. 

Lieutenant Commander Aten. There were 30 launchers tested out 
of the 150 that were previously mentioned at 3 different times. Un- 
der the first 10 we had adverse weather conditions and we had a few 
electrical problems in our circuits; that is, the circuits that are per- 
manently established in the test range. Therefore, some rockets 
failed to fire out of the launchers. We discontinued the test; rather, 
we —* complete it because we thought that it was due to inclement 
weather. 

Mr. Eart Morean. Mr. Chairman, I am wondering whether the 
committee could get copies of the complete test reports that were sub- 
mitted by the NAD at Shumaker to BuAer on this contract. The 
only information we have to date has been in the form of a summary. 
We have asked for all test reports. 

Mr. Houirrevp. Could you furnish that? 

Lieutenant Commander Auten. This is a file of reports that we 
have made to date to the Bureau. They are not in the form that is 
in this manual here that you mentioned. They are complete records. 

Mr. Eart Morcan. Mr. Chairman, that information should be avail- 
able in the Bureau of Aeronautics, and we will work with them to get 
that information later. 

Admiral Murpruy. Mr. Collins, has your office received copies of the 
test reports from NAD, Shumaker, on the Be-Ge contract # 

‘What was theactual test report ? 

(Consultation with Mr. Collins and Mr. Morgan.) 

Mr. Coxtins. I received some last night. 

Mr. Horirm.p. We will work that out. Let the staff work that out 
later. We are trying to conclude here. 

Mr. Eart Morean. Mr. Morgan, in your memo which has been re- 
ferred to here today, you stated that Century’s first 5,000 launchers 
were restricted from carrying rockets with live warheads. Were any 
launchers produced under the contract subsequently awarded restricted 
in the same manner? 

Mr. Lee Morgan. No. 

Mr. Ropack. Was that restriction ever lifted ? 

Mr. Lee Morean, Not to my knowledge. 


— 
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Mr. Ropack. What disposition was made of the rockets ? 

Mr. Lee Morean. The rockets were used. The launchers were 
placarded for use with dummy heads only. 

Mr. Rosacx. Admiral Murphy, will you explain to the committee 
what is the course of the rocket launcher from the time it leaves 
the producer’s plant until the time it goes to the fleet ? 

Admiral Murreny. May I ask the Lieutenant Commander Allen to 
handle that ? 

Lieutenant Commander ALLEN. You just want the rockets? 

Admiral Murruy. The launcher. 

Mr. Rosack. From the time it goes to the producer plant until it 
goes to the ship. 

Admiral Murruy. Trace the flow of a launcher from acceptance at 
the plant to loading, to handling, and, finally, out to a plane. 

Lieutenant Commander AtLeNn. The launcher from the producer's 
plant comes to Shumaker, where it is examined and loaded with accept- 
able rocket ammunition, and, after continuing down the production 
line, it is there packaged, palletized, and, if there is a Boso, which is 
a BuOrd shippmg order, for the contents of the rocket launchers 
that we have loaded, depending upon whether the transportation is 
to be by rail or truck, it will go to the testing station.according to the 
Boso; under those conditions it may go to another naval ordnance 
establishment for loading aboard a ship if it is overseas or a depot, a 
coastal depot of the Navy’s, for loading on our own ships. 

Mr. Ropacx. Has it been the practice at Shumaker to keep moving 
pictures of rocket testing ¢ 

Lieutenant Commander ALLEN. Yes, sir. 

Mr. Rosack. How long has this practice been ? 

Lieutenant Commander Aten. I think that the moving pictures 
started about, back in 1954. 

Mr. Rosack. Do you send copies of those films to BuAer then? 

Lieutenant Commander ALLEN. Yes, sir. 

Mr. Rosack. Asaregular practice? 

Lieutenant Commander ALLEN. Not in all cases; only on request. 

Mr. Rosack. Only on request / 

Lieutenant Commander ALLEN. Yes, sir. We keep them on file in 
Shumaker in case they are requested. 

Mr. Rosnackx. Admiral Murphy, why was the environmental testing 
done at Brown & Mole, and the firing testing done at Shumaker of 
these launchers? 

Admiral Mcrrny. I cannot answer that. 

Mr. Lee Morcan. Why are they tested at Brown & Mole and then 
at Shumaker ? 

Mr. Ropack. Why are they tested at Long Island and then shipped 
to Arkansas ? 

Mr. Lee Morean. The official test laboratory is located at Long 
Tsland; the source used for firing tests is in Arkansas. 

Mr. Rozack. If they are produced in California, why aren’t they 
tested in Inyokern ? 

Mr. Ler Morean. Because Inyokern is not a quality control testing 
station. It is a research and development station, primarily. 

Mr. Rosack. You mean the only available testing in this particular 
case was in Long Island ? 

Mr. Lre Morean. For laboratory testing, yes. 
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Mr. Rozsack. That was the only facility available? 

Mr. Ler Morean. Yes. 

Mr. Ropack. Was that the reason why it was chosen ? 

Mr. Ler Moraan. Yes. 

Mr. Rozackx. What is the nature of the contract between Brown & 
Mole or any successor with the Navy? Is this a continuing con- 
tract, is it renewable ? 

Mr. Lee Morean. Yes; [ believe so. 

Mr. Rorack. Do you still have such a contract? 

Mr. Ler Morcan. We do. 

Mr. Rosack. Are you testing the Be-Ge launchers at the-same 
location ? 

Mr. Lee Morcan. We have tested there; yes. 

Mr. Ropack. You are testing them there? 

Mr. Lee Morcan. We have tested the first 10 samples of them 
there. 

Mr. Rosack. Is it the practice of BuAer to give the films of the 
rocket launching tests to the contractor? 

Mr. Lee Morcan. There has been no practice of that nature. It 
is not the practice to do it. 

Mr. Rozack. Were you aware that Century Industries, when it 
experienced failures in firing tests, had requested movies of those 
tests from BuAer ? 

Mr. Ler Morcan. They had asked if film were available, they be 
allowed to see it. 

Mr. Rogack. Do you know when the initial request was made and 
when it was responded to? 

Mr. Lee Morean. No; I do not know when it was originally made. 

Mr. Rornack. Did you ever deny the request ? 

Mr. Lre Morean. No, sir. Seltin, as film was discovered to be 
available it was turned over to them. 

Mr. Rosackx. When did you first learn that films were made of 
firing tests at Shumaker ? 

Mr. Ler Morean. On a trip I made with a member of this staff— 
March of 1955, I believe. 

Mr. Rosack. For how many years preceding March 1955, Com- 
mander Allen, were movies made at Shumaker ? 

Lieutenant Commander Aten. Sir, I can’t tell you that, because I 
wasn’t at the depot prior to that in this present position. I have 
only been in it since the first of the year. 

Mr. Rosack. You have indicated to the committee that these tests 
were made on the rocket launchers that are the subject of discussion. 

Lieutenant Commander ALLEN. Yes, sir. 

Mr. Ropack. And those contracts, as a matter of fact were let in 
1953 ¢% 

Lieutenant Commander Aten. I knew of them; yes. 

Mr. Eart Morean. Do you think you can tell us the difference 
between a malfunction and a disintegration? What is your definition 
of a malfunction as applied to rocket launchers ? 

Mr. Ler Morcan. Are you alluding to a certain section of the 
specification ? 

Mr. Eart Morean. I am merely asking you for your definition of a 
malfunction as used in referring to rocket launchers under any of 
these contracts for the Aero-6A. 


| 
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Mr. Lee Morean. In the broad sense of the word, the word mal- 
function vould include such an event as a disintegration. 

Mr. Eart Morcan. Would it include anything else ? 

Mr. Lee Moraan. Yes, aft bulkhead blown off, center sections 
blown out. I would call them malfunctions. 

Mr. Eart Morgan. Is there such a term referred to in the speci- 
fications ? 

Mr. Hawucx. The test activity is Dayton*Brown, Dayton T. Brown 
instead of Brown & Mole. 

Mr. Rosack. It is a successor organization. I included the word 
“successor” in my question. 

Mr. Hauck. O. K. 

Mr. Ler Morean. I don’t see the word “malfunction” in the spec- 
ification ¢ 

Mr. Eart Moraay. Is there a definition of disintegration in this 
specification ? 

Mr. Ler Morean. I don’t believe there is. 

Mr. Hottrtetp. Do you attach any importance to classifying a 
rocket as going through disintegration or going through malfunc- 
tion. Is there a difference of degree in your mind as to the two 
werds? Do you use them interchangeably? Would disintegration 
have a greater degree of failure and would malfunction have a lesser 
degree of failure, or are they both generic terms or are they specific 
terms ¢ 

What is your conception of the meanings of those two words as 
applied to tests? 

Mr. Lee Morean. I would be inclined to categorize disintegration 
or blowups as a severe malfunction. 

Mr. Hortrrerp. And you would consider the word “malfunction” 
to be lesser deficiencies such as failures to fire maybe or shifting of 
the bulkhead or something like that ? 

Mr. Ler Morgan. I believe so. 

Mr. Eart Morean. A minor thing like a rupture of the intervalom- 
eter could be interpreted as a malfunction, could it not? 

Mr. Ler Moraan. Yes. 

Mr. Eart Moraan. So there is great latitude in the interpretation 
of malfunction. It can be either minor or it can be major. 

Mr. Lee Morcan. Yes. 

Mr. Eart Morcan. Admiral Murphy, I have here a picture of a 
launcher from lot 104 of the Radiant Manufacturing Co. This 
launcher appears to be in many pieces and yet this is classified as 
a malfunction and not as a disintegration. 

Mr. Chairman, I suggest that this picture be inserted in the record 
at this point. 

Mr. Pot erres: All right, it will be accepted. 
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(The document referred to is as follows :) 





Mr. Hoxirrevp. Now in the description of one company’s prod- 
uct 

Mr. Lee Morean. Could I put on the record 

Mr. Houtrrevp. Before the Hébert commission you described the 
Century Industries as having so many disintegrations and the Radiant 
Co. having so many malfunctions. 

In view of these pictures would you be inclined to think that that 
might give a false opinion to a, a false impression to a committee ? 

Mr. Lee Morean. Mr. Chairman, the Radiant Manufacturing Co. 
had not experienced any disintegration at the time of my testimony. 

The picture you saw was that “of a launcher from a following con- 
tract which as I recall did not—the contractor had not had any 
samples tested at.the time of this testimony. 

Mr. Rosack. Do you consider that a disintegration ? 

Mr. Lee Moraan. Most certainly. 

Mr. Hotrrrevp. It was labeled a malfunction. 

Mr. Ler Morean. By Shumaker. That is the thing I wanted in the 
report. 

Mr. Hortrtecp. Then the two words apparently are not considered 
of different degree by Shumaker? 

Lieutenant Commander Anten. What we consider a malfunction is 
a failure to perform in accordance with the specification as laid down. 

Disintegration was just a word used that the thing blew apart. 

Mr. Hotirtecp. All right, we will have to adjourn the committee 
at this time. 

Commander Allen, you may be excused from further testimony. 
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Admiral Murphy, we would like to have you folks back at 10 o’clock 
Monday morning. If you can, bring us some of the information that 
has been requested. You may send one of your men to this committee 
statf room too, if you need to look at these files. 

The committee will be adjourned. 

(Whereupon, at 12:35 p. m. the subcommittee adjourned, to re- 
convene at 10 a. m. Monday, April 1, 1957.) 
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PROCUREMENT 


MONDAY, APRIL 1, 1957 


Hovse oF REPRESENTATIVES, 
SUBCOMMITTEE ON MiniraRy OPERATIONS 
OF THE COMMITTEE ON. GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10:10 o’clock a. m., in 
room 1501 New House Office Building, Hon. Chet Holifield presiding. 

Present: Representatives Holifield, Fascell, Riehlman, Lipscomb, 
and Minshall. 

Also present: Herbert Roback, staff director; James F. Eckhart, 
counsel; Earl J. Morgan, investigator; Carey Brewer, senior defense 
specialist ; and Robert J. McElroy, investigator. 

Mr. Hotrrrerp. Thesubcommittee will be in order. 

We have with us this morning Rear Adm. R. E. Cronin, Chief, 
Office of Industrial Relations, and he has a statement regarding naval 
policy with some reference to different regulations that are enclosures 
regarding the conduct of personnel assigned to Navy and related 
activities. 

As we are trying desperately to conclude our hearings on this par- 
ticular phase, we will accept your statement and the enclosures for 
the record if it is all right with you and proceed to questioning on 
the points therein and have it printed in the record at this point. 

Admiral Cronin. Yes, sir. 

Mr. Horirrevp. Thank you very much. 

(The document referred to is as follows :) 


STATEMENT OF REAR ApM. R. E. CRONIN, CHIEF, OFFICE OF INDUSTREAL RELATIONS, 
DEPARTMENT OF THE NAVY 


Mr. Chairman and members of the subcommittee, the Navy Department has 
a definite and firm policy relating to standards of conduct on the part of its 
civilian employees in relation to pursuits outside of Government employment. 
The Department’s policy is founded on sections 202, 216, 281, 283, and 434 of title 
18 of the United States Code. All of these sections, as you may know, contain 
prohibitions or restrictions pertaining to the conduct of Government officials. 
In general, they prohibit or restrict employees from receiving benefits for aiding 
or assisting in obtaining Government contracts or aiding in claims against the 
against the Government. 

The current instruction relating to the above was issued by the Secretary of 
the Navy on September 29, 1955. The instruction outlines the Navy’s policies as 
follows: 

“a. All personnel who represent the Government in business dealing with rep 
resentatives of industry are reminded of their position of trust and grave respon- 
sibility. Many practices which may be normal and generally accepted in the 
private business world are not acceptable for Government officials and em- 
ployees'who are conducting the Government’s business. Thus, it is essential that 
all such persons set for themselves the highest standards of personal conduct 
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in their relation with business firms and individuals, thereby insuring that these 
relations are above reproach in every respect. Although it is not intended to 
lay down a hard and fast rule prohibiting social contacts with business firms or 
their representatives, nevertheless it must be realized by all personnel who 
conduct the Navy’s business that the acceptance of entertainment or gifts or 
favors of any kind (no matter how innocently tendered or received) from one 
who seeks or enjoys profitable business dealings with the Government, may com- 
promise and embarrass both the Navy and the Navy personnel concerned to the 
extent of impairing public confidence in the integrity of business relations be- 
tween the Government and industry. 

“b. The general policy with respect to standards of conduct for personnel of 
the Naval Establishment who represent the Government in business dealings 
with private firms or individuals is as follows: 

(1) No person shall allow himself to be placed in a position where a conflict 
of interests might arise, or might justifiably be suspected, by reason of the ac- 
ceptance of entertainment, gifts, or favors of any kind or by any other action 
which would result in financial profit to himself or which could influence or be 
interpreted as influencing the strict impartiality that must prevail in all busi- 
ness relationships where the public interest is involved. 

“(2) No action shall be taken which might have the effect of conferring special 
benefits upon particular individuals, or firms, such as by giving them information 
of proposed purchases, unless such benefit is also conferred on other individuals 
or firms who are justifiably entitled thereto.” 

With the instruction, a memorandum from the Secretary of Defense, dated 
September 29, 1955, was enclosed. The memorandum forcibly stated it to be the 
policy of the Secretary of Defense that no Government officer or employee should 
permit himself to be exposed to a dual interest position or to a conflict between 
self-interest and integrity and that he should clearly be in a position to act to 
the best of his ability without fear or favor in the best interest of his Government. 

To assure that personnel are aware of the policy, the instruction requires that 
a copy, together with the Secretary of Defense’s memorandum, be posted on 
bulletin boards utilized by employees who represent the Government in business 
dealings with private individuals and firms. 

The instruction holds each commanding officer responsible for informing per- 
sonnel who represent the Government in business dealings with the policy stated 
in the instruction. It also requires that at formal inspections of activities, 
examinations be conducted and determinations made relating to the compliance. 
Commanding officers are also charged with responsibility of insuring that appro- 
priate and prompt disciplinary action is taken whenever it is determined that 
improper acts have occurred. 

In addition to the action taken with respect to the Secretary of the Navy's 
instruction, a Navy civilian personnel instruction dealing with disciplinary 
actions, removals, and prohibitions, which has very wide disseminaton throughout 
thfe entire Naval Establishment, restates the policy and requirements of the 
Secretary of the Navy's instruction. This Navy civilian personnel instruction 
also states a departmental policy relating to outside employment. 

The policy prohibits outside employment where the Government's interest 
might be adversely affected. For example, to quote from the instruction: 

“Where private employment would result in affecting adversely to the Govern- 
ment the opinions of the employee or the results of his duties, such as employ- 
ment with a firm holding contracts with the Government or contemplating mak- 
ing or bidding on’contracts with the Government where the employee may be in 
2 position, through his employment with the Navy, to infinence the holding or 
making of such contracts. Any employee who violates the provisions of this 
paragraph shall be directed to cease such employment and, failing, shall be 
transferred or separated under appropriate procedures. 

“Where the official positions of employees may otherwise be compromised by 
reason of outside employment. Such cases must be handled individually on 
their merits on the basis that no public officer or employee can lawfully engage 
in business activities which are incompatible with his official duties, which may 
result in conflicting personal interest, or which may result in neglect of official 
duties through attention to private affairs.” 

I have with me copies of the Secretary of the Navy’s instruction and the Navy 
civilian personnel instruction referred to and will be happy to leave them with 
you, if you desire. 
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DEPARTMENT OF THE NAVY, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., September 29, 1955. 
SecNav instruction 5371.1A. 
From: Secretary of the Navy. 
To: All ships and stations. ; ; ; 
Subject: Standards of conduct for all personnel having business dealings with 
representatives of industry. 
Enclosures: (1) Copy of SecDef memo of January 28, 1953, subject : Conduct of 
Personnel Assigned to Procurement and Related Activities. 
(2) Digest of Applicable Provisions of United States Criminal 
Code, 1948, and Restrictions Contained in the Current DOD 
Appropriations Act Pertaining to Conduct of Presently Em- 
Employed Government Officials. 


1. Purpose—(a) To restate and reemphasize standards of conduct required 
of all personnel having business dealings with representatives of industry and 
to direct the use of certain steps to assure compliance. 

(b) To limit the reporting requirement of paragraph 4 (c) hereof to in- 
stances where noncompliance with the provisions of this instruction has been 
determined in formal inspections. 

(c) To require commanding officers to insure that appropriate and prompt 
disciplinary action is taken whenever it is determined that there have been 
illegal or improper acts by military or civilian personnel within their commands. 

2. Cancellation—This instruction supersedes and cancels SecNav Instruction 
5371.1 of August 30, 1954. 

3. Policy—(a) All personnel who represent the Government in business deal- 
ings with representatives of industry are reminded of their position of trust 
and grave responsibility. Many practices which may be normal and generally 
accepted in the private business world are not acceptable for Government offi- 
cials and employees who are conducting the Government’s business. Thus, it 
is essential that all such persons set for themselves the highest standards of per- 
sonal conduct in their relations with business firms and individuals, thereby in- 
suring that these relations are above reproach in every respect. Although it is 
not intended to lay down a hard and fast rule prohibiting social contacts with 
business firms or their representatives, nevertheless it must be realized by all 
personnel who conduct the Navy’s business that the acceptance of entertainment 
or gifts or favors of any kind (no matter how innocently tendered or received) 
from one who seeks or enjoys profitable business dealings with the Government. 
may compromise and embarrass both the Navy and the Navy personnel con- 
cerned to the extent of impairing public confidence in the integrity of business 
relations between the Government and industry. 

(b) The general policy with respect to standards of conduct for personnel 
of the Naval Establishment who represent the Government in business dealings 
with private firms or individuals is as follows: 

(1) No person shall allow himself to be placed in a position where a conflict 
of interests might arise, or might justifiably be suspected, by reason of the 
acceptance of entertainment, gifts, or favors of any kind or by any other action 
which would result in financial profit to himself or which could influence or be 
interpreted as influencing the strict impartiality that must prevail in all busi- 
ness relationships where the public interest is involved. 

2) No action shall be taken which might have the effect of conferring special 
benefits upon particular individuals or firms, such as by giving them information 
of proposed purchases, unless such benefit is also conferred on other individuals 
or firms who are justifiably entitled thereto. 

(ec) Enclosure (1) is forwarded for general information and compliance. 

(d) Although all personnel would be required to govern their conduct by 
the foregoing standards of conduct even if there were no statutes on the sub- 


ject, attention is directed to the statutory prohibitions and penalties regarding 


certain conduct of Government officials as digested in enclosure (2). There are 


also digested in enclosure (2) the most recent statutory provisions on gratuities 
which are contained in section 719 of Department of Defense Appropriation 
Act, 1955, Public Law 458, 83d Congress, 2d session. 

4. Action. (a) A copy of this instruction and the enclosures thereto shall be 
kept posted on appropriate bulletin boards normally utilized by persons of the 


Naval Establishment who represent the Government in business dealings with 
private individuals or firms. 











502 AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 


(b) It shall be the responsibility of commanding officers to insure that per- 
sons of the Naval Establishment under their command representing the Govern- 
ment in business dealings with private individuals or firms are familiar with 
the provisions of this instruction and the enclosures thereto. 

(c) An examination shall be made in all formal inspections of activities of 
the extent to which personnel are familiar with the provisions of this instruc- 
tion, and so far as can be determined, the extent to which its provisions are 
complied with, and reports shall be made with respect to all instances of non- 
compliance revealed by such inspections. 

(d) In addition, commanding officers and other senior officials should within 
reason make use of the opportunity offered by conferences, meetings, and visits 
to subordinate units, to keep the importance of this policy in the forefront. 

(e) Commanding officers shall insure that appropriate and prompt discipli- 
nary action is taken whenever it is determined that there have been illegal or 
improper acts by military or civilian personnel within their commands. 


C. S. THomas. 
ENCLOSURE (1) 


THE SECRETARY OF DEFENSE, 
Washington, January 28, 1953. 
Memorandum for the Secretaries of the Military Departments, the Assistant 

Secretaries of Defense, the Chairmen of Boards, Councils, and Committees, 

the Assistants to the Secretary of Defense, the Directors of Offices, OSD. 
Subject: Conduct of Personnel Assigned to Procurement and Related Activities. 

Under the authority vested in me as Secretary of Defense, you are directed 
to bring to the attention of all personnel the laws applicable to situations in- 
volving conflicts of interest. It is the responsibility of each individual officer 
and employee to comply with the laws of his country. Particular attention is 
directed to section’434, title’18,‘United States Code. 

It is a recognized principle that no Government officer or employee who has 
the direct responsibility for negotiating and signing contracts or approving the 
payment of money to contractors, should have any financial interest in any such 
contractor. No Government officer or employee should permit himself to be 
exposed to a dual-interest position or to a conflict between self-interest and 
integrity. He should clearly be in a position to act to the best of his ability 
without fear or favor in the best interest of his Government. 

In any case where an officer or employee of the Department of Defense, in- 
eluding all of its departments and agencies, has any financial interest in any 
business entity, corporation, or partnership, transacting or contemplating trans- 
acting business with the Government that officer or employee is disqualified, 
and this directive expressly disqualifies him, from having any dealings of any 
kind for or in behalf of the Department of Defense with such business entity. 

While a conflict of interest, as may be defined by the law, is a matter of 
fact in a particular case, even if a technical conflict does not in fact exist, it 
is desirable to avoid the appearance of a conflict of interest from a public- 
confidence point of view. The additional problem is how can officers or em- 
ployees of the Department of Defense be disqualified in the relatively few cases 
where they or their superiors think there is or may be some conflict of interest. 

In any case where an officer or employe of the Department of Defense, in- 
cluding all its departments and agencies, feels that he should be disqualified 
from taking action in a particular matter, it is his duty to so inform his superior 
or department head, and he will be relieved of his duty and responsibility in 
that particular case. The matter will then be assigned to someone else of equal 
or higher rank, who clearly has no conflict of interest for decision and action. 

In any case where any superior who thinks that an officer or employee re- 
porting to him may be involved in a conflict of interest, or an apparent conflict of 
interest of importance from a public-confidence point of view, he will discuss the 
matter with the person involved and may relieve such officer or employee of re- 
sponsibility in the ease. He will then assign the responsibility for taking action 
to someone else of equal or higher rank who clearly has no conflict of interest 
for decision and action, or he may take the responsibility for decision and action 
himself. 

In any case where any of the secretaries or civilian departmental officials ap- 
pointed by the President by and with the advice and consent of the Senate may 
be so disqualified in a particular case, the matter will be referred for action and 
decision by the Secretary of Defense, or his Deputy, to another departmental 
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official of equal or higher rank, who has received his appointment from the 
President by and with the advice and consent of the Senate, or the Deputy Sec- 
retary or the Secretary of Defense will rule on the matter himself and take full 
responsibility for any actions taken. 

This directive supersedes any existing departmental directives and regula- 
tions applicable to standards of conduct of personnel assigned to procurement 
and related activities to the extent that they are inconsistent with this directive. 

C. E. WILson. 
ENCLOSURE (2) 


DIGEST OF APPLICABLE PROVISIONS OF UNITED STATES CRIMINAL CopE (TrTrLe 18, 
UNITED States Cope, 1948) AND RESTRICTIONS CONTAINED IN THE CURRENT 
DEPARTMENT OF DEFENSE APPROPRIATIONS ACT PERTAINING TO CONDUCT OF 
PRESENTLY EMPLOYED GOVERNMENT OFFICIALS 


SECNAVINST 5371.1A 29 SEPTEMBER 1955 


Section 216 (formerly Criminal Code sec. 112)—Procurement of contract by 
officer of Members of Congress 
This statute forbids Government officers and agents from directly or indirectly 
receiving any money or thing of value in return for obtaining or giving any Gov- 
ernment contract, or rendering any assistance in that connection, under penalty 
of a fine of $10,000 and imprisonment for 2 years, and permanent disqualifica- 
tion from holding Federal office. 


Section 281 (formerly Criminal Code sec. 113)—Compensation to Members of 
Congress, officers and others in matters affecting the Government 


This statute forbids Government officers and agents from directly or indirectly 
receiving or agreeing to receive any compensation for services rendered in con- 
nection with any Government contract, claim, or other matter in which the 
United States is interested, under penalty of a fine of $10,000 and imprison- 
ment for 2 years, and permanent disqualification from holding Federal office. 


Section 283 (formerly Criminal Code sec. 109).—Officers or employees interested 
in claims against the Government 


This statute forbids Government officers and employees from prosecuting or 
aiding in the prosecution of any claim against the United States, other than in 
the proper discharge of official duties, under penalty of a fine of $10,000 and im- 
prisonment for 1 year. 


Section 434 (formerly Criminal Code sec. 41)—Interested persons acting as Gov- 
ernment agents 
This statute forbids persons financially interested in any corporation or other 
business organization from acting as Government officers or agents for the trans- 
action of business with such corporation or organization, under penalty of a fine 
of $2,000 and imprisonment for 2 years. 


Section 202 (June 25, 1948)—Acceptance or solicitation by officer or other person 

This statute prohibits any Government officer, agent, or employee from seeking 
or receiving any thing of value with intent to have his decision or action 
regarding any matter within his official capacity influenced thereby, under penalty 


of a fine not exceeding 3 times the value of the thing received and imprisonment 
for 3 years, and permanent disqualification from holding Federal office. 


SECTION 719, PUBLIC LAW 458, 83D CONGRESS, 2D SESSION, DEALING WITH THE 
CONTRACT PROVISIONS REGARDING GRATUITIES 


Hereafter, no part of any money appropriated to the Department of Defense 
shall be expended under any contract (other than a contract for personal serv- 
ices) entered into after the enactment of this act unless such contract provides— 

(1) that the Government may, by written notice to the contractor, termi- 
nate the right of such contractor to proceed under such contract if it is foun4, 
after notice and hearing, by the Secretary of the military department with 
which the contract is made, or his designee, that gratuities (in the for of 
entertainment, gifts, or otherwise) were offered or given by such contractor, 
or any agent or representative of such contractor, to any officer or employee 
of the Government with a view toward securing a contract or secnring 
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favorable treatment with respect to the awarding or amending, or the making 
of any determinations with respect to the performing, of such contract: 
Provided, That the existence of the facts upon which such Secretary makes 
such findings shall be in issue and may be reviewed in any competent court. 

(2) that in the event any such contract is so terminated the Government 
shall be entitled (A) to pursue the same remedies against the contractor as 
it could pursue in the event of a breach of the contract by the contractor, 
and (B) as a penalty in addition to any other damages to which it may be 
entitled by law, to exemplary damages in an amount not less than 3 nor 
more than 10 times (as determined by the Secretary or his designee) the 
costs incurred by any such contractor in providing any such gratuities to any 
such officer or employee. 


10-1. Conpuct oF EMPLOYEES 


(a) Speculation by employees.—In a letter dated April 22, 1937, the President 
requested the Civil Service Commission to take steps to inform all officials and 
employees of the Government that speculation on their part or in their behalf in 
corporate stocks or bonds or in commodities is contrary to Government policy. 
The President said : 

“I believe it to be a sound policy of the Government that no officer or employee 
shall participate directly or indirectly in any transaction concerning the purchase 
or sale of corporate stocks or bonds or of commodities for speculative purposes, 
as distinguished from bona fide investment purposes. Engagement in such 
speculative activities by any officer or employee, whether under the competitive 
civil service or not, should be among the matters considered by the heads of 
departments and establishments and by the Commission in passing upon ques- 
tions concerning his qualifications for retention or advancement.” 

(1) Policy.—lIt is the policy of the Department that engagement in such specu- 
lative activities be considered when activities pass upon qualifications of em- 
ployees for retention or advancement in the service. 

(b) Conduct unbecoming Government inspectors.—There shall be no dealing 
whatever, of a private nature, between a naval inspector and a contractor or his 
representative, and any such transactions will be sufficient cause for discharge. 
Accordingly, inspectors must not borrow money from representatives of con- 
tractors doing work for the Government, nor conduct themselves in such manner 
that they may be suspected of collusion with such representatives, nor fail to 
protect the Government’s interests at all times. 

(c) Standards of conduct for persons having business dealing with the repre- 
sentatives of industry.—All persons engaged in procurement and related activi- 
ties niust be mindful of their grave responsibility and position of trust in their 
business dealings with representatives of industry. Many practices which 
would be normal and proper in the private business world are not acceptable for 
Government employees who are spending the Government’s money. It is essen- 
tial that all such persons set for themselves the highest standards of personal 
conduct in their relations with business firms and individuals, thereby insuring 
that these relations are above reproach in every respect. The acceptance of 
entertainment or gifts (no matter how innocently tendered or received) from 
one who seeks or enjoys profitable business dealing with the Government may 
compromise and embarrass both the Navy and the official concerned. No person 
shall confer special benefits upon particular suppliers, such as by giving them 
information of proposed purchases, unless such information is also made avail- 
able to all competing suppliers. The general policy throughout the Department 
of the Navy with respect to standards of conduct for personnel engaged in 
procurement and related activities is as follows: 

* (1) No Government officer or employee who has the direct responsi- 
bility for negotiating and signing contracts or approving the payment of 
money to contractors, should have any financial interest in any such con- 
tractor. No Government officer or employee should permit himself to be 
exposed to a dual-interest position or to a conflict between self-interest and 
integrity. He should clearly be in a position to act to the best of his ability 
without fear or favor in the best interest of his Government. 

(2) Where an officer or employee of the Department of the Navy has any 
financial interest in any business entity, corporation, or partnership, trans- 
acting or contemplating transacting business with the Government that 
officer or employee is disqualified from having any dealings of any kind for 
or in behalf of the Department of the Navy with such business entity. 
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(3) Where an officer or employee of the Department of the Navy feels that 
he should be disqualified from taking action in a particular matter, it is his 
duty to so inform his superior or department head, and he will be relieved 
of his duty and responsibility in that particular case. The matter will then 
be assigned to someone else of equal or higher rank, who clearly has no 
conflict of interest for decision and action. 

(4) Where any superior who thinks that an officer or employee reporting 
to him may be involved in a conflict of interest, or an apparent conflict of 
interest of importance from a public confidence point of view, he will discuss 
the matter with the person involved and may relieve such officer or employee 
of responsibility in the case. He will then assign the responsibility for 
taking action to someone else of equal or higher rank who clearly has no 
conflict of interest for decision and action, or he may take the responsibility 
for decision and action himself. 


10-2. OvuTSIDE EMPLOYMENT 


(a) Policy—The Department recognizes that some employees in the depart- 
mental and field services are also employed by private corporations, partnerships, 
or individuals. It is not the desire of the Department to interfere with the 
opportunities of employees to increase their incomes through the acceptance 
of outside employment when opportunity offers, except where such employment 
interferes with the rendition of satisfactory service to the Navy, involves rela- 
tions with firms bidding on or making contracts with the Government which 
may, by the nature of such relations, have a detrimental effect on the interests 
of the Government, or where applicable statutes and executive orders are not 
complied with. The Department, therefore, under authority of Revised Statute 
161 (5 U. S. C. 22), specifically prohibits any of its employees from accepting 
or continuing in employment under the following conditions : 

(1) Where private employment would interfere with the rendition of 
satisfactory service, such as employment which would affect physically the 
performance of Government duty. Example: Private employment which 
strains the mental or physical capacities of employees and results in a 
lowering of efficiency in their Navy employment. 

(2) Where private employment would result in affecting adversely to the 
Government the opinions of the employee or the results of his duties, such 
as employment with a firm holding contracts with the Government or con- 
templating making or bidding on contracts with the Government w Te the 
employee may be in a position, through his employment with the Navy, to 
influence the holding or making of such contracts. Any employee who vio- 
lates the provisions of this paragraph shall be directed to cease such em- 
ployment and failing, shall be transferred or separated under appropriate 
procedures. 

(3) Where the official positions of employees may otherwise be compro- 
mised by reason of outside employment. Such cases must be handled indi- 
vidually on their merits on the basis that no publie officer or employee can 
lawfully engage in business activities Which are incompatible with his official 
duties, which may result in conflicting personal interest, or which may result 
in neglect of official duties through attention to private affairs. 

Charges predicated on condition (1) above should always bear upon the em- 
ployee’s performance in his job with the Navy and should not be based on refusal 
to sever private employment. Charges based on conditions (2) and (3) above 
should specifically indicate the areas in which continuance of the private em- 
ployment is incompatible with the interests of the Government. As a general 
rule, removal auction should not be taken until after the employee has first been 
warned and has failed to comply with the terms of the warning. 


TESTIMONY OF REAR ADM. R. E. CRONIN, OFFICE OF INDUSTRIAL 
RELATIONS, DEPARTMENT OF THE NAVY; ACCOMPANIED BY 
L. N. ELLIS, LEGAL COUNSEL 


Mr. Rosack. Admiral Cronin, with respect to the policy of enter- 
tainment or gratuities or gifts to which you address yourself, what 


is the circumstance when a contractor charges those off to the con- 
tract in any respect ¢ 
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Admiral Cronin. Gratuities and gifts? 

Mr. Rozack. Let’s say entertainment expenses. 

Admiral Crontyn. That would apply to a Government employee, 
that would have been given to a Government employee ? 

Mr. Rosack. Yes. 

Admiral Cronry. I should say, sir, that such a charge to the con- 
tract would be a definite proof that such gratuity had been offered or 
given. Whether it is charged to the contract or not, is not part of the 
instructions. In other words, the receiving of a gratuity is a violation 
of the Navy rule, whether it is charged to the contract or not. 

Mr. Rosack. Well, do you know whether, if it is charged to a con- 
tract, that is allowable under the internal revenue law ? 

Admiral Cronin. I don’t believe it is, sir, but I don’t know. 

I would like to say that I have, in my position as Chief of Industrial 
Relations, I have placed in our instructions, the Secretary of the 
Navy’s basic instructions, dealing with policy on this matter, because 
it applies to civilian personnel. It also apphes as far as the Navy is 
concerned, to military personnel. The Office of Naval Procurement 
is the specialist in the Government insofar as determination of the 
effect on procurements of any policy regarding gratuities and gifts, 
and so forth. 

Mr. Rosacs. Mr. Chairman, with your permission, may Mr. James 
Hammond, General Accounting Office, be sworn and testify on the 
particular point of charging entertainment expenses against the con- 
tract which involves Navy employees presumably ? 

Mr. Houirterp. Is Mr. James Hammond in the room ? 

Mr. Hammonp. Yes, sir. 

Mr. Houirretp. Will you come forward and take this last chair 
here ? 

Will you be sworn please ? 

Do you swear that the testimony you are about to give before this 
committee will be the truth, the whole truth and nothing but the 
truth, so help you God ? 

Mr. Hammonp. Yes, sir. 

Mr. Horirrevp. Thank you. Proceed. 

Will you please identify yourself to the reporter ? 


TESTIMONY OF JAMES H. HAMMOND, ASSISTANT DIRECTOR, AUDIT 
OF NEGOTIATED DEFENSE CONTRACTS, GENERAL ACCOUNTING 
OFFICE 


Mr. Ronack. What is your present position in the General Ac- 
counting Office ? 

Mr. Hammonp. Assistant Director, Audit of Defense Contracts. 

Mr. Rosack. Mr. Hammond, you in cooperation with the staff of 
this committee have examined certain books and documents relating 
to Cincinnati Industrial Finishing Co., have you not? 

Mr. Hammonp. Yes, sir. 

Mr. Rosack. What do the books show, according to your nota- 
tions, of entertainment expenses by any partner in Cincinnati In- 
dustrial Finishing Co. which relate to persons whose names are iden- 
tical with those of Navy employees and which are charged against 
the contract ? 
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Mr. Hammonp. Well, we have some detailed records here. This 
shows on March 8, 1954, Alvin Aeimann on a trip to Washington, 
D. C., stayed at the Shoreham Hotel, and he has listed as entertain- 
ing, these are the last names only, Harrison, Hall, and Morgan. 

The cost of that trip was $365.84, he indicates as entertainment. 

Mr. Rosack. Is that the only item that is shown in the books which 
is charged against the contract ? 

Mr. Hammonp. We have numerous items. 

Mr. Rozack. They don’t necessarily identify the individual ? 

Mr. Hammonp. They seldom identify the individual. Usually the 
last name. It doesn’t identify the organization they are connected 
with. 

Mr. Rosack. Admiral Cronin, does the Navy have any rules or 
regulations or procedures which govern the auditing or the evaluation 
of a contract in which expenses appear, expenses are charged off to 
entertainment which could involve Navy employees. 

Admiral Crontn. I’s sorry, sir, I can’t answer that, but I will be 
very happy to get that information for you. 

Mr. Rogsackx. Are you in a position to advise the committee, Ad- 
miral Cronin, with respect to what obligation, if any, the Navy De- 
partment has with regard to recapturing fees, if they are fees, in 
violation of the covenant against procurement fees ¢ 

Admiral Cron1n. That is a matter of procurement also, with which 
Tam not familiar. 

Mr. Ropsackx. Admiral Murphy, can you enlighten the committee 
on the contingency fees? There was some testimony. We will ask 
Mr. Hammond to identify from the books of Cincinnati what seems to 
be the case. What do the books show with regard to the payment of 
fees in this contract, Mr. Hammond ? 

Mr. Hammonp. The records of Cincinnati Industrial Finishing Co. 
show that $44,352 was paid by Cincinnati to J & F Food Co. 

Mr. Rosack. Does this item identify the purpose of the payment ? 

Mr. Hammonp. It is shown as a payment of a commission for 
obtaining the contract from Spra-Con. 

Mr. Ecxnarr. Mr. Hammond, could you identify the individuals 
who comprise the J & F Food Co. partnership ¢ 

Mr. Hammonp. This payment was made in two parts. One, a 
payment of $22,000 and then a later payment of a similar amount. 
We don’t have the partners as such of the company, we didn’t locate 
that in the record, but we did see the payments from J & F Food Co., 
the distribution of the first payment $10,000 to A. Heimann, and 
then $1,000 to James Knoebel, which we assume are the partners of 
the J & F Food Co. 

Mr. Rosackx. Can you read the list of the partners in Cincinnati 
Industrial Finishing Co. as shown on the books ? 

Mr. Hammonp. Alvin Heimann, James Knoebel, James Ulrick, 
Jack Harrison, Joseph H. Spaulding, Raymond E. Shannon, Olivia 
Ellis, William J. Morgan, Irving E. Heimann, Walter H. Dally, 
Amiel Giampapa, Donald G, Bokelman, Stanley Heltemes. 

Mr. Rosack. Do the persons of the food company who are the 
recipients of the funds also appear as partners in Cincinnati Indus- 
trial Finishing Co. 

Mr. Hammonp. Yes, they are two of the major partners in Cincin- 
nati Industrial Finishing. 
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Mr. Ropwack. I would like to ask Admiral Murphy as to what the 
obligation, if any, is on the part of the Navy with respect to deter- 
mining whether these are foes paid in violation of the covenant 
against contingency fees in the contract. 


FURTHER TESTIMONY OF REAR ADM. JOSEPH N. MURPHY, ASSIST- 
ANT CHIEF, BUREAU OF AERONAUTICS (PROCUREMENT); AC- 
COMPANIED BY LEE MORGAN, BUREAU OF AERONAUTICS; JOHN 
W. CAMPBELL, BUREAU OF AERONAUTICS; LYLE J. BERCIER, 
BUREAU OF AERONAUTICS; WILLIAM M. HAUCK, BUREAU OF 
AERONAUTICS; FREDERICK SASS, JR., BUREAU OF AERONAU- 
TICS; AND ERIC COLLINS, CONGRESSIONAL LIAISON, BUREAU OF 
AERONAUTICS 


Admiral Murpny. If it is discovered that apparently there have 
been fees paid in violation of contingency fee articles and if in the 
opinion, after study by legal counsel, the interpretation is that this 
was a violation, we would attempt to recover those funds. 

Mr. Rosack. Is this the first time that has come to your attention ? 

Admiral Mureny. It is the first time it has come to my personal 
attention, yes, sir. 

Mr. Houtrrevp. One of the reasons we are bringing this up at this 
time, Admiral Murphy, is that we understand the statute of limi- 
tations runs out on this contract in May unless the renegotiation is 
extended. 

I believe there is a legal manner in which you can extend over the 
statutory limit and this would give you an opportunity, in case this 
is a valid claim, for the Government to recover some moneys on this 
contract; it would give you an opportunity to do this on behalf of 
the Government. 

Admiral Murrnuy. I assure you, Mr. Chairman, that I will take 
cognizance 

Mr. Houtrtetp. This committee cannot state that it is a legal ground, 
but certainly it is something that should come to your attention. 

Admiral Murreny. The facts that have been brought to our atten- 
tion; we will certainly immediately study this. 

Mr. Ropack. Have you any information at this time, Admiral Mur- 
phy, as to the circumstances under which a facility survey was made 
of the Spra-Con Corp., of Chicago, and then an unrecorded survey 
was made of the Cincinnati Industrial Finishing Co., and there was 
a hundred-percent subcontract by Spra-Con to Cincinnati? Do you 
have any information which shows the considerations under which 
that subcontract was made and approval was given by the Navy? 

Admiral Mureny. I can only speak from what our record reveals. 
The record does indicate that there was a survey made of Spra-Con 
and a survey made of Cincinnati Industrial. To the best of my knowl- 
edge, we have not been able to find a report of those surveys. 

Mr. Hortrretp. Does that seem irregular to you, that such reports 
which would normally be a part of the file, surveying a facility being 
an important part of awarding the contract, does it seem irregular to 
you that those surveys are not available in your files? 

Admiral Murpuy. Not necessarily, Mr. Chairman; there is no ac- 
tual necessity to conduct a survey at all, provided the financial con- 
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dition of the company and its facilities are reasonably known to the 
procuring officer. 

Mr. Rosack. Did you know you were dealing with a dozen or more 
partners when you determined that you were getting an alternate 
mobilization source for these rocket launchers ? 

Admiral Mureny. Mr. Chairman, I can’t say as to what was done 
at that time. 

Mr. Rorack. The records do not show it? 

Admiral Mureuy. It was, however, established that it was the in- 
tent of Spra-Con to 100 percent subcontract, and the business clear- 
ance so indicates that this was known and was approved. 

Mr. Houtrievp. Is it customary for the Navy to approve a hundred- 
percent subversion of a contract ¢ 

Admiral Murrny. It is mandatory that the contracting officer ap- 
prove such action. 

Mr. Ropack. Why is that, Admiral Murphy ? 

Admiral Murprny. I believe, as I said the other day, any subcon- 
tracting of end items, whether it is 100 percent or a lesser quantity 
requires the approval of the contracting officer. 

Mr. Hotirrerp. I realize that; that there is a regulation to that ef- 
fect, but I think the re of my question was lost in your answer. 
Is it customary for the Navy to approve 100 percent subecontractings 
of a prime contract ? 

Admiral Murpny. I would have to answer that, that this is not 
the usual thing, nor the desire. 

Mr. Houtrtetp. I was sure that would be your response. 

Mr. Ronack. Was there any urgency about the Gaborik, in view 
of the availability of some half dozen sources? 

Admiral Murpny. I cannot answer that, of my own knowledge. 
There was an urgency toe the procurement. 

Mr. Rosack. Yes: but. there were available by the determination 
of the Procurement Review Board, in which Mr. Morgan was an active 
participant, that there were some 6 or 7 sources that were ready, 
able, and willing to produce, and this was a negotiated contract; was 
it not ? 

Admiral Mureny. As I understand it, sir, the procurement was 
negotiated in the sense that a group of sources were invited to submit 
proposals as contrasted with formally advertised bidding. However, 
the awards, if I am not greatly mistaken, were made on the basis 
of the three low prices, so to have ignored Spra-Con in this case 
would have meant taking a higher bid, I believe. 

Mr. Ropackx. Does the Navy have any policy, when there is 100 
percent subcontract, regarding any aompensution that goes back 
to the original prime contractor ? 

Admiral Murviuy. The prime contractor still retains the risks. He 
is not in any way relieved of liability to the Government for his sub- 
contractor’s performance. In view of that, he should be entitled to 
some monetary compensation. 

Mr. Ropack. If a is a change in the specifications of the con- 
tract. demanded by the Navy, would it be the procedure to negotiate 
those with the subcontractor, or with the prime contractor? 

Admiral Murenuy. With the prime. 

Mr. Ronack. What does the record show with respect to negotiation 
of price increases on this contract ? 
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Admiral Murrny. I would like to make sure my answer is clear 
here. The actual negotiations, of necessity, must be with the prime, 
since that is the man with whom we have the contract. However, 
unquestionably, the subeontractor’s representatives would participate 
in the negotiations. 

Mr. Rosack. What does the record show with regard to partici- 
pation by the prime contractor in negotiations for price increases? 

Admiral Murry. I have no information. 

Mr. Hortrrevp. It occurs to me at this time—is the contracting 
officer present that handled this contract? I notice you are referring 
some questions—— 

Admiral Mvurrnry. There is no one in the Bureau of Aeronautics, 
to the best of my knowledge, that actually participated in these nego- 
tiations. However, I have brought the Assistant Director of my 
Contracts Division with me. 

Mr. Hortrretp. Will the Assistant Director come forward and take 
achair? You seem to be more familiar with this contract. Perhaps 
you can answer directly to some of these questions. What is your 
name, please ? 


TESTIMONY OF JAMES S. TASSIN, ASSISTANT DIRECTOR, CONTRACTS 
DIVISION, BUREAU OF AERONAUTICS OF THE NAVY DEPART- 
MENT 


Mr. Tasstn. My name is James 8. Tassin. Iam Assistant Director 
of the Contracts Division in Navy Bureau of Aeronautics. 

Mr. Horirrerp. Do you swear that the testimony you are about 
to give this committee will be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Tassrn. I do. 

Mr. Ho.irretp. Will you please direct the question, and if you 

can supplement the details you may answer directly to the questions. 

Mr. Ropack. Can you throw any light on the circumstances under 
which this contracting arrangement was entered into? 

Mr. Tassrtn. I cannot throw any light. I have not had access to 
aa files which, I understand, the committee has now. I personally 

ecall that from the time the negotiations were underway with the 
Spr a-Con Co. that Spra-Con made the information available that 
it was their intention to subcontract the fabrication of these units. 

Mr. Ecxnart. Do you know, Mr. Tassin, with whom you were 
dealing as representatives of the Spra- -Con Co.? 

Mr. Tasstn. I did not deal directly with any of the representatives. 

Mr. Ecxuart. In terms of correspondence? 

Mr. Tassin. I do not recall any names. 

Mr. Rosackx. Do you recall the circumstances under which there 
were negotiations for a price increase following a demand for a 
revised specification on the part of the Navy? 

Mr. Tasstn. No, sir; I do not recall that, sir. I had no part in the 
price negotiations as such. 

Mr. Houirtevp. Well, is there a Mr. Pettit in your Division? 

Mr. Tasstn. There was a Lt. Comdr. Walter Pettit in the Division 
at one time, but he was a Reserve officer and was released to inactive 
duty some 3 years ago. 
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Mr. Rosack. Do you have any evidence in any record that there 
was any negotiation with the prime contractor after the subcontract 
arr angement was made ? 

Mr. Tasstn. I have no direct knowledge of that, sir. I would 
imagine the files should be clear on that point. I couldn’t answer. 

Mr. Rozacx. Well, the files, so far as the information is available 
to the staff, Mr. Chairman, show that there has been no negotiation 
with the prime contractor on these price increases, but the arrange- 
ments were solely with the subcontractor or whoever represented him. 

Mr. Ecxnarr. Mr. Tassin, will you be able to refresh your memory 
on some of these names and dates and so on if the contract file is 
made available to you? 

Mr. ‘Tassin. I doubt if 1 could, sir, because I took no active part 
in the negotiations myself. 

Mr. Eckuarr. W ould you be able to identify this document here 
which has a number designation of AAR-CT-94-WAB/YW? 

Mr. Tasstn. With one correction, “AER” instead of “AAR.” This 
represents a business clearance, what we commonly term a business 
clearance in which we submit to our Office of Navy Material for ap- 
proval to go ahead and place a procurement contract. 

Mr. Ecxuarr. Do you know who prepared that document ? 

Mr. Tasstn. It says Lt. Comdr. W. A. Behr. I read from the 
document. 


Mr. Ecxuarr. Is Commander Behr presently assigned to the Bu- 
reau of Aeronautics ? 

Mr. Tasstn. No, sir; he was a Reserve officer, Reserve naval officer 
at the time he was in the Contracts Division and to the best of my 
recollection he left there some 214 to 3 years ago. 

Mr. Ecxuarr. Mr. Morgan, can you recall discussing any part of 
this contract with Spra-Con Co., with any of the representatives of 
the Spra-Con Co., or anybody who purported to be a representative 
of the Spra-Con Co., or any representative of the Cincinnati Indus- 
trial Finishing Co. ? 

Mr. Ler Morean. Discussing the contract ? 

Mr. Ecxuart. Yes; prior to ‘the time it was awarded ? 

Mr. Lee Morean. No, sir, I do not recall. 

Mr. Eckxuart. Did you discuss it with any of the principals of the 
Spra-Con Co. after the contract was awarded ? 

Mr. Lee Morean. I have no recollection of discussing it with them, 
no, sir. 

Mr. Ecxuarr. Do you know a Mr. John Harrison ? 

Mr. Ler Morean. I have met him once, I believe. 

Mr. Ecxuarr. What company was he associated with ? 

Mr. Lee Morean. I believe he was with Spra-Con. 

Mr. Ecxuarr. Did you ever discuss any of the provisions of this 
contract with Mr. Harrison ‘ 

Mr. Ler Morean. I don’t believe so. 

Mr. Ecxuart. The representative of the General Accounting Office 
just testified that a person by the name of Morgan was together with 
Mr. Harrison in Washington—I don’t recall the exact date, some time 
back in 1954, March 1! 54: do you recall any such meeting? 

Mr. Lee Morgan. No, sir; I'was not at that meeting. 
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Mr. Ropack. Mr. Tassin, the memorandum of May 13, 1954, which 
was signed by Lt. Comdr. Walter F. Pettit, negotiator, the circum- 
stances of negotiations were on price amendment to the contract, his 
negotiation was with the Spra-Con Co. Can you identify the per- 
sons who did the negotiation on this after I read 2 paragraphs from 
this memorandum ? 


A few general remarks should be made in connection with this negotiation. 
It was an acrimonious meeting with numerous charges being made by the con- 
tractor’s representatives that the undersigned negotiator was being arbitrary, 
obstinate, and unreasonable. It was pointed out by the representatives that these 


were the actual costs, that any reduction below these proposed figures would 
constitute a loss to them. 


On the other hand, the undersigned negotiator was aware of these facts. 
First, all contractors bid on the same specifications, so whether one contractor 
knew of the changes sooner than another is irrelevant. 

Second, Lee Morgan of Armaments Section stated on two different occasions 
that Mr. Heimann, a partner of Cincinnati Industrial Finishing Co., subcon- 
tractors to Spra-Con, had told him that Cincinnati was making so much money 
on this contract they were embarrassed. 

Third, Cincinnati was doing almost 100 percent of the work on the Spra-Con 


contract and that their insistent stand was based more than likely on the need 
for a double profit. 


Fourth, Spra-Con’s proposed administrative burden on the amendment was 
20 percent as against 4 percent on the basic contract. Based on these facts and 
the comparative figures attached, the undersigned negotiator insisted on the 


reduction made. 

Do you know who the representatives of the contractor were? 

Mr. Tassrtn. Are you speaking to Mr. Morgan? 

Mr. Ropsack. I am asking you. 

Mr. Tasstn. I do not. 

Mr. Rosack. Do you know, Mr. Morgan? 

Mr. Lee Morean. I do not. 

Mr. Ropack. No one in the Navy knows who carried on the negotia- 
tions on the part of the contractor ? 

Mr. Ler Morean. I don’t recall. 

Mr. Rorackx. Admiral Murphy, what is the policy of the Navy with 

respect to the payment of legal fees by the 100 percent subcontractor 
which is charged against the contract ? 

Admiral Murrnry. Could you answer that, Mr. Tassin ? 

Mr. Tasstn. With regard to the legal fees, sir, I will attempt to 
answer that. If they are normal legal fees in connection with the 
conduct of the business, ordinarily those are allowed as part of the 
general administrative burden as long as they are reasonable and not 
connected with the formation of a company, or the dissolution, or 
something of that type. 

Mr. Ropacx. Mr. Hammond, what do the books show with regard 
to the payment of legal fees in total and how many legal recipients 
were there? 

Mr. Hamonp. The total legal retainer fees amounted to $31,745 
and they were received by 3 individuals and 1 company. 

Mr. Rosack. Does that appear on the face an unreasonable pay- 
ment of legal fees in connection with this contract ? 

Mr. Haxwonp. I couldn’t answer that question, sir. I don’t know 
what the payment was for. 

Mr. Rorack. Is there any evidence on the books, Mr. Hammond, 
as to what the payment of these legal fees were for ? 
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Mr. Hammonp. The records did not show. They are reflected as 
retainer fees. 


Mr. Ronack. Do the books show the payment of any consulting 
fees? 

Mr. Hammonp. Yes; there was a payment of consulting fees to— 
there was a consultant’s fee paid to a Mr. Heimann, I think the father 
of the partner, Alvin Heimann. 

Mr. Rosack. Do you know what Mr. Heimann senior’s business 
was ¢ 

Mr. Hamoonp. He was a tailor. 

Mr. Ronack. What was the amount of the fee ? 

Mr. Ham™onp. Fourteen or fifteen thousand dollars. 

Mr. Rosack. Mr. Tassin—I will put this question to Admiral 
Murphy. Is it a matter of interest and concern to the Navy that a fee 
of fourteen to fifteen thousand dollars was charged against the con- 
tract paid to the father of one of the partners who is in the tailoring 
business ? 

Admiral Murruy. Yes: it is a matter of interest. 

Mr. Rosack. And is this the first time that you have been acquainted 
with that fact? 

Admiral Murpny. The first time I personally have. 

Mr. Rosacn. Mr. Morgan, were you aware of such payment ? 

Mr. Ler Morean. No, sir. 

Mr. Ropack. Mr. Hammond, what is the total amount of fees, that 
is reflected on the books that are charged against the contract? 

Mr. Hammonp. Are you talking about fees, commissions and 
legal—— 

Mr. Rogvack. Fees, commissions, consulting services and profes- 
sional services. 

Mr. Hammonp. Around $130,000. 

Mr. Ropack. What was the total amount of the contract? 

Mr. Hammonp. Almost $1,700,000. 

Mr. Rosack. Admiral Murphy, if the information reflected in the 
books is accurate, is any obligation created on the part of the Navy to 
inquire into those matters ? 

Admiral Mureny. Definitely. 

Mr. Hoirmip. Are you speaking now from the standpoint of an 
obligation on the renegotiation board ? 

Admiral Murruy. No, sir. 

Mr. Houtrrep. Or an obligation on the part of the Navy to have 
been more interested in the subcontract to prevent those charges in the 
first place ? 

Admiral Mureny. It was of course, Mr. Chairman, a fixed-price 
contract and this was a subcontract under a fixed-price contract. Nor- 
mally as a matter of general policy, the requirement that the subcon- 
tractor must have his books open for accounting to the Navy Audit 
Service, as I understand it normally runs to the first intervention of 
a fixed-price contract. 

Am I correct. Mr. Tassin ? 

Mr. Tasstn. Yes, sir. 

Admiral Murrny. Now, there has been certain testimony here 
though, and allegations, if I understand them correctly, that certain 
fees appear here “that may have been in violation of the contingency 
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fee paragraph, and I think that the Navy now must look into this to 
see whether in fact such violations did occur and take necessary 
action. 

Mr. Roznackx. Admiral Murphy, when you say that the interest of 
the Navy ordinarily runs to the first intervention, does that mean it 
runs after the point of the intervention or do you mean that the inter- 

vention causes the Navy to be interested in the whole contract ? 

Admiral Murrny. Well—— 

Mr. Ropack. I raise the question for the reason that I think you 
will find that there was in intervention by virtue of specifications, 
some 32 specifications demanded by the Navy and occasioning in the 

case of all the contracts then extant a negotiation of price changes, and 
I read an excerpt from one of the negotiator’s memorandums. 

Admiral Murpny. If I understand that, will you take it, Mr. 
Tassin ? 

Mr. Tasstn. On the intervention of a fixed-price contract whether 
the original prime be fixed price or whether there be a fixed-price sub, 
as distinguished from subs, and sub-subs ordinarily—and when I say 
ordinarily I mean in the absence of fraud, let’s put it that way—the 
Navy’s interest concerning the matter of charges then is not a matter 
of concern for the reason that we pay the fixed price as an across-the- 
table bargain and consequently tin: not have the interest as to the 
charges—the charges could run more, they could run less—that we 
would have in the case of, let’s say, a cost-type contract or another 
type whose ultimate price depends upon the cost. 

Mr. Ropacx. You heard the statement of a negotiator that at least 
it was his impression that negotiations were difficult because the 100 
percent subcontract might have induced the demand for double profit. 

Certainly you would have been concerned at that point as to what 
the nature of the demand for price adjustments were. 

Mr. Tassty. We would have been concerned on the matter of price 
adjustments due to changes or any amendments that would have 
been made, but as concerns the original contract price, that was a 
fixed price and I don’t feel that we could have touched that fixed 
price. But we would have been concerned on the price of the changes 
themselves or the amendments, and would want to have satisfied 
ourselves in that regard. I merely state now as a matter of policy, 
I don’t have any personal knowledge concerning this individual case. 

Mr. Rosack. Would it be a matter of interest to the Navy to inquire 
into the nature of the subcontract by the subcontractor? 

Mr. Tasstn. I don’t—you are speaking to me again, sir? 

Mr. Rosack. I will address the question to you. 

Mr. Tasstn. I don’t quite catch the question. If you could state it 
slightly eleany: sir. 

Mr. Rorack. I believe the information that we have shows that in 
one case, as an example, the subcontract arrangement for the manu- 
facture of intervolometers was made with a person whose name ap- 
pears as one of the partners. Would that be a matter of interest to 
the Navy? 

Mr. Tasstn. It would be a matter of interest, sir, but I am not so 
sure a matter for investigation. 

Mr. Rorackx. Would it be a matter of concern whether any of the 
partners who appear and are shown to have paid in capital, did not 
in fact do so; would that be of any interest to the Navy? 
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Mr. Tassty. It would have been a matter of interest at the time this 
contract was being negotiated. As of right now, sir, I can’t say that 
it would have been. 

Mr. Eckuarr. Admiral Murphy, could you advise the committee 
what the policy is with respect to determining the actual identifica- 
tion of individuals who come to the Bureau of Aeronautics and rep- 
resent themselves as authorized to do business on behalf of a particular 
company ¢ 

Admiral Murpeny. Well, first of all, of course, it is necessary in 
the event that any classified material is to be discussed, the individual 
must have a security clearance that. is current, and normally it is 
routine for visitors to check in at our reception desk. If they are 
representatives who have established their ideintion, they do not have 
to check in each time. I would consider it obvious that any Bureau 
employee would have to know that the person identifying himself as 
being entitled to speak and represent a company is in fact so qualified. 

Now, we are frequently advised that, that a man who has previously 
been identified with a certain company no longer represents that 
company. This information is published in our daily log for the 
benefit of all employees, so that we know this man is no longer 
affiliated with the company that he perhaps had been with for a period 
of time prior to that. 

Mr. Eckuarr. Well, in the contract file there is a printed form, 
“Classified matter receipt,” indicates the name of the firm as Spra-Con, 
Chicago, Ill, the firm representative is Mr. Knoebel and he signed as 
a representative of the Spra-Con Co. He picked up three copies of a 
contract, 

This is part of the file dated July 29, 1953. 

Prior to that Mr. Knoebel identified himself as a representative 
and sales manager for the Cincinnati Industrial Finishing Co., under 
date of May 21,1953. Mr. Knoebel later appears after August of 
1953 as the senior partner, again in the Cincinnati Industrial Finish- 
ing Co. Now would this going back and forth from one company to 
another, being sales manager for a company and representative for 
the prime contractor at one point in the negotiations and then senior 
partner in the subcontract; senior partner in the company which re- 
ceives the entire subcontract, be of interest to the Navy? 

Admiral Murreny. Mr. Tassin, can you take that? 

Mr. Tasstn. It would have been of interest at the time of the picking 
up of the three copies of the contract. I have no personal knowledge 
concerning Mr. Knoebel picking these things up, [ can only speak as 
a matter of policy. We would require adequate identification to show 
whether he represented that company, whether he was in fact employed 
by them or whether he was hired for that particular purpose to pick 
that up or whether he had proper authorization to pick that up, that 
is a matter on which we satisfy ourselves. It would not have created 
any particular concern at the time that a representative of a major 
subcontractor was picking up the copies for the prime contractor. 

We were aware of the major subcontract at that time. 

Mr. Ecxnuarr. There was a statement made in some correspondence 
from the Spra-Con Co. to, I believe, the contracting officer prior to 
the time that this contract was awarded, in which Spra- Con indicated 
that the Cincinnati Industrial Finishing Co. was an affiliate of Spra- 
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Con, and in another letter they indicated that it was a special subcon- 
tracts division of the Spra-Con Co. working out of its hove office. 

Do you know whether or not anyone in the Navy determined whether 
or not such relationship ever existed ? 

Mr. Tassrn. I do not, sir. 

Mr. Rosacx. Admiral Cronin, with respect to the policy of Navy 
employees contracting in another capacity with the Government, you 
stated that where there is a conflict of interest, it has to be ruled out. 

In other cases it is a matter of individual concern, as for example 
if the contract with the Government demanded time which ought to 
be put in on the Navy job. I would like to ask Mr. Morgan, when you 
held two contracts with the Government in addition to being a Navy 
employee, what were the total number of rental units you were super- 
vising ? 

Mr. Ler Morcan. I was in partnership on 1 contract and there were 
13, I believe, individual dwellings and I was under contract on my 
own for a small apartment house containing 11 units. 

Mr. Rosack. How did you manage that particular enterprise or 
those particular enterprises ? 

Mr. Ler Morean. After hours and on the weekends. 

Mr. Rosackx. Admiral Cronin, does the Navy directive or policy 
which you have submitted here reflect the Comptroller General’s deci- 
sion that contracting, that is contracts by Government employees aside 
from the question as to whether they involve the matter in which the 
employee has some responsibility, should not be made except for the 
most cogent reasons as 2 matter of public policy? Was that reflected ? 

Admiral Crontn. Not in those words exactly. But the wording of 
the Navy policy is that the Government employees who handle and are 
responsible for Government funds must conduct themselves in such 
a way that not only should they not be subjected to criticism for being 
influenced by an outside job or contact but they should not create any 
appearance of that, even. 

Mr. Rosacx. Mr. Morgan, on one of your contracts with the Gov- 
ernment, was your partner also a Government employee ? 

Mr. Ler Morean. That’s right. 

Mr. Rorack. Does he work for the Navy ? 

Mr. Lee Morean. That’s right. 

Mr. Ropack. Was he in the same Bureau / 

Mr. Ler Morgan. Yes. 

Mr. Rozack. How many trips, inspection or otherwise did you make 
to Cincinnati Industrial Finishing Co. ? 

Mr. Ler Morean. One. 

Mr. Rosack. Did you make a trip report ? 

Mr. Ler Morean. No, sir. 

Mr. Rosack. The testimony shows that neither Mr. Morgan on an 
inspection trip nor Mr. Hall who made the facilities survey recorded 
that information for the benefit of the Navy. 

Do you know how many times Mr. Hall visited Cincinnati ? 

Mr. Lee Moraan. No, sir. 

Mr. Rosack. Is there any evidence whatsoever at any time that any 
trip report was made of any Navy visit to Cincinnati Industrial ? 

Mr. Ler Morean. I have only a recollection of Mr. Hall making a 
facilities survey of the plant, but apparently we don’t have it on 
record. 
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Mr. Ropack. Well, the information that we have, Mr. Morgan, 
is that Mr. Hall visited Cincinnati at least a half dozen times during 
the currency of this contract, not necessarily on official Navy business. 
Did you visit Cincinnati with Mr. Hall? 

Mr. Lee Morcan. On the one time I was there. 

Mr. Ropack. What were the circumstances under which you ordered 
a test of these intervalometer guards at Patuxent? Was that a re- 
quest by the eas ¢ 

Mr. Ler Morean. I don't recall whether the company requested that 
be done or not. If I may go into that just a little because it involves 
a question asked Friday along this same line. The question was 
asked why in lot 3 and lot 4 so many launchers had been tested at 
Shumaker. I believe the record will show. 

Mr. Earrt Morean. Lot 1 and lots 4 and 5. 

Mr. Ler Morean. I believe the records will show in the first of 
these test samples, the rockets were left behind. The report from 
Shumaker would indicate that a certain number from various laun- 
chers had failed to fire out. I considered that as a rejection and re- 
jected launchers that failed to fire all their rockets, hence the addi- 
tional numbers that were submitted for further testing. The con- 
tractor maintained that the cause for the rockets remaining in the 
launcher unfired was due to the rocket ejector and other debris— 
there is a metal picture frame that houses the firing contact on the 
aft end of the rocket. When the rocket was fired this ejector would 
strike the intervalometer, the bakelite intervalometer and fracture it 
and interrupt the firing circuit, the electrical lend would be broken. 
He maintained this was an inevitable circumstance with the inter- 
valometer unguarded and he should not be held responsible for this as 
a failure, and we established a test project at Patuxent River, Md., to 
evaluate three types of metal intervalometer guards which would 
protect the relatively fragile material of the intervalometer from 
these rocket ejections. 

A number of launchers were shipped to the Patuxent project for 
this evaluation and the project report, official report from Patuxent, 
indicates that they recommended adoption of a type of guard which 
would protect the intervalometer from fracture, thus eliminating the 
failures. 

Mr. Ronack. Were the tests conducted at Government expense ? 

Mr. Lee Morcan. They were. 

Mr. Ronack. In the case of the Be-Ge Co., it was testified that the 
learner samples were tested at Government expense at NOTS, 
Inyokern. 

Mr. Ler Morcan. It is the naval ordnance test station, China Lake, 
Calif. 

Mr. Rosack. During the time that Century Industries was ex- 
periencing difficulties in production, do you recall that they proposed 
to the Bureau that 11 samples of varying values of plastic thickness 
be tested at Inyokern ? 

Mr. Ler Morean. Yes. 

Mr. Ronack. What was the Navy’s response to that, sir? 

Mr. Lee Morgan. This test was to evaluate various experimental 
treatments to the paper tubes. This would constitute a research and 
development effort into the design qualifications of these tubes and 
in view of the success of the other two companies in full production, 
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following the specifications, we could not see that we could justify such 
a research and development effort on the basis that we knew if the 
specifications were followed properly success would be achieved. 

Mr. Ropeck. You rejected the proposal because you said funds were 
not available for that purpose. 

Mr. Ler Morgan. I don’t recall the official 

Mr. Rornack. But you do recall that the proposal was rejected. 

Mr. Lee Morean. I recall the tests were not performed but I don't 
recall the correspondence that so informed the company. 

Mr. Rogsack, Isn’t it a fact that that company was performing 
engineering services for all the contractors under the contract. 

Mr. Ler Morean. Yes, sir; they had an engineering service contract. 

Mr. Rosack. Do you recall rocket launchers being shipped back 
to the 3 producers, 1 or more of the 3 producers from Shumaker be- 
cause of alleged defects. 

Mr. Lee Morean. Defects? 

Mr. Rowack. Defects. Because the rocket launchers were defective. 

Mr. Lee Morean. Yes; they were shipments of defective units. 

Mr. Rosack. Did you make a determination that responsibility a 
to the defective parts or the malfunctions could not be properly as- 
sessed as between Shumaker and the contractors ¢ 

Mr. Lee Morcan. We subsequently had to make that determination. 
Once they had been handled by the Shumaker personnel from a legal 
standpoint we could not say that the defect was caused by those 
personnel or that the launcher had been received in that condition. 

Mr. Rosack. At the hearing on March 29, Commander Allen testi- 
fied that the rockets that were used in the testing were from acceptable 
ammunition. Do you recall, Mr. Morgan, that the question came up 
as to the use of ammunition that was restricted ¢ 

Mr. Ler Morean. I recall that. 

Mr. Ropsack. Well, do you want to qualify Commander Allen’s 
testimony ? 

Mr. Lez Morgan. No; I don’t want to qualify his testimony. 

Mr. Rorack. Is it a fact or not a fact—this is no reflection on Com- 
mander Allen but just to get the record straight—that the ammuni- 
tion used in testing those rocket launchers was restricted ammunition / 

Mr. Lee Morcan. The statement by the depot in answer to a direct 
question the same as you have just asked is that— 





No rejected rocket motor lots have been used for this purpose; however, 
rocket motor lots restricted from issue because of No. 6 “O” ring were used. 
There has not been a single case of blowup at the launcher of the rocket motors 
and only one down-range rupture, using rocket motors in this category. There 
has not been a single instance of rocket motor blowup at the launcher while 
testing aero 6—A launchers. 

Mr. Rosack. Do you remember admitting to Mr. Babbit that 
launcher disintegration could be conceivably attributed to rocket mal- 
function ? 

Mr. Lee Morcan. I don’t recall the conversation. 

Mr. Rosack. Do you recall saying to Mr. Babbitt that had you been 
aware of the use of these defective 6 “O” ring rockets, that the letter 
which the Bureau sent to Century regarding ¢ certain alleged defective 
lots might have been different ? 

Mr. Lee Morean. The recollection I have of discussing this matter 
with Mr. Babbitt was that if it were defective, and if the cause of the 
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trouble were defective rockets, I think we certainly should consider 
the test results in that light. 

Mr. Rosack. Do you recall stating to Mr. Babbitt that you doubted 
whether Shumaker was qualified to judge as to the adequacy of the 
rockets ¢ 

Mr. Lee Morcan. Absolutely not. They are certainly qualified to 
testify to the adequacy of the rockets. 

Mr. Rowack. Do you recall 

Mr. Fascent. Excuse me on that question. Mr. Morgan, are you 
answering that question in the negative ¢ 

Mr. Ler Morgan. Would you please read the question? I want to 
be perfectly clear. 

Mr. Houirtetp. Read the question. 

(Question read.) 

Mr. Lee Morcan. My answer is that, no, sir, 1 do not recall making 
such a statement to Mr. Babbitt. 

Mr. Fascett. Then will you explain the balance of your answer to 
that question, please / 

Mr. Lee Morean. On the contrary, I believe that Shumaker Load- 
ing Depot is fully qualified. 

Mr. Fascett. Are you making that statement based on your know!l- 
edge now or then ? 

Mr. Ler Morcan. Then. 

Mr. Fasceti, Then you do recall ? 

Mr. Lee Morean. I recall a discussion. I said I do not go along 
with the idea that Shumaker is unqualified to discuss the quality of 
rocket motors or rocket components. 

Mr. Fascetn. Mr. Morgan, you have me confused because you 
stated first that you did not recall the discussions; now you tell me 
you do recall the discussion. 

Mr. Lee Morcan. No; I recall the discussion of the quality of the 
rocket motors, that was the first thing that was brought wp when the 
subject of disintegration was brought wp, whether the cause should 
not be the rockets rather than the launchers. 

Mr. Fascetyi. But you don’t recall the discussion in which you al- 
legedly said that Shumaker wasn’t qualified to judge ? 

Mr. Lee Morcan. I didn’t say Shumaker wasn’t qualified to judge. 
At the discussion I said Shumaker was qualified to judge. They are 
the experts on this matter. 

Mr. Rozack. Do you recal] stating at that conference that the mere 
fact that these rockets used in the testing were restricted from regular 
ammunition use would lead one to question Shumaker’s ability to 
judge? 

Mr. Lee Morcan. I don’t recall that statement. I don’t think that 
I impugned the ability of Shumaker to judge the quality of rockets 
and their components. 

Mr. Rosack. If the statement were shown to you in transcript 
form, might you be able to refresh your memory, do you think? 

Mr. Lee Morean. It would certainly help to refresh memory. 
I think Commander Hazelton might offer comment on the ability 
of Shumaker in this regard. 

Mr. Minsnaty. Mr. Chairman, while they are looking up that 
record, I should like to ask whomever feels qualified to answer it 

94005—57—— 34 
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whether or not this fee for services of $130,000 on $1,700,000 contract, 
whether or not in your opinion that is an average and fair fee in 
this particular case / 

Mr. Houirmetp. To whom are you directing your question ? 

Mr. Mrnsuautyi. Anyone who wishes to answer it. 

Admiral Mureny. As I understand it, sir, you are asking whether 
it is the fees that—— 

Mr. Minsnarr, $130,000 fee on $1,700,000; is that about 7 to 8 per- 
cent? Is that what they average out? I realize they vary. Do 
you have a rule of thumb you go by ? 

Admiral Murruy. Can you take that, Mr. Tassin ‘ 

Mr. Tasstn. The reasonableness of any individual fee or group 
of fees depends upon the circumstances in the case. In this particular 
case, $100,000 without digging into the various elements of it, I could 
not offer a comment. 

Mr. Minsuaun. $130,000. 

Mr. Tassin. Yes. 

Mr. Mrnsuayu. That is about 7 to 8 percent. Is that what they 
average on most of your contracts? Did you consider that if they 
get up to 10 percent, is that high? Is8 percent average? Is 3 percent 
below / 

Mr. Tassin. It isn’t figured on the basis of a percentage. It is fig- 
ured on the basis of what the requirements of the contract might 
be. If I might cite an example in the case of a research and de- 
velopment contract there may be considerable fees paid to consult- 
ants or experts in the field. In the case of a production contract, 
they may have to call someone in, an engineering consultant firm 
to show them how to best line up their production line or show them 
labor-saving devices. It may be that they have other problems. 
They may hire attorneys to assist them in the review of their con- 
tracts if they don’t have a regular firm of attorneys attached to their 
staff. Some companies do not have the use of a staff of attorneys 
all the time, so I can’t say that 7, 8, 10 percent is an average or norm 
or whether it is too high or too low. 

Mr. Mrnsuaut. In this particular case, would you consider that 
fee charged to be a fair and reasonable one? You are familiar with 
the contract. 

Mr. Tasstn. It is a fixed-price contract, sir, and as far as the amount 
that was paid out is concerned I have no reason now to feel that it is 
unreasonable. 

Mr. Houtrietp. Let me clear one point on that. You refer to 
research and development contracts. Did you consider this a research 
and development contract ? 

Mr. Tasstn. No, sir; these were production contracts. 

Mr. Hottrietp. Your answer wasn’t quite responsive then on a 
production contract because Mr. Minshall was trying to find out if 
you thought this amount was normal on this type of a contract. 

He was referring directly to this contract, which was $1,700,000. 
The accumulation of fees and commissions seem to be around $130,000. 

By diverting your question to a research and development question 
I think you avoided answering a question which was directed to a 
negotiated production contract. 

Mr. Tasstn. If I may explain that, Mr. Chairman, I am sorry; I 
didn’t mean to confuse the answer. I will clarify it to this extent, 
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that I have no reason now to feel that this is an unreasonable fee 
on this type of a contract. 

However, 1 would like to add this, that this was a first-production- 
run contract for either of the two contractors who had not produced 
this unit before and, in my own opinion, their need for consultant’s 
services, whether they be engineering or whether they be legal, and 
particularly Cincinnati Industrial Finishing, since I think this was 
their first Government contract, their need for fees of a different pro- 
portion than that required by others may have been warranted in 
this case. 

Does that answer your question / 

Mr. Houirrerp. That is a more direct answer. Upon scrutiny the 
degree of such an amount, whether it is justified, would depend upon 
the expertness of the consultants employed. 

If, as indicated in this instance, consultants were employed who 
were in the restaurant business or tailoring business, you would have 
some doubt as to their expertness, would you not, as to inform these 
people as to how to produce this new article? 

Mr. Tasstn. Sir, again, I just must say I am not a production expert 
and there may be common problems to the tailoring business to pro- 
ducing a rocket launcher. 

Mr. Howirtevp. It just so happens that—this can be off the record. 

(Discussion off the record.) 

Mr. Fasceti. Mr. Chairman, may I ask a question? 

Mr. Tassin, going to the question of the reasonableness of the fees 
and so forth. I was curious in checking a certification of cost break- 
down submitted with the bid by Cincinnati Industr ial Finishing Co. 
I notice item 11, “administrative expenses,” on the total contract is 
at 4 percent. If administrative expense is listed at 4 percent and 
fees, professional consulting, and otherwise turn out to be 9 percent, 
do you feel there might be a question as to the reasonableness of the 
fees allowed on the face, without going into the background 

Mr. Tasstn. No, sir; I would not. Some of these fees could have 
been included in the general administrative expense. Others may 
have been peculiar—when I say “peculiar” I mean required only for 
the performance of this particular contract. 

Mr. Fascett. Whether or not fees were included in the administra- 
tive expenses is an accounting question ; is that right ? 

Mr. Tasstn. That’s right, sir. 

Mr. Fasceti. Were they, Mr. Hammond? 

Mr. Hammonp. It was shown under “Operating expenses” in their 
financial statement. 

Mr. Fasceii. Thank you. 

Mr. Ropack. Admiral Murphy, and Mr. Tassin, you are aware that 
part of the questioning with regard to the fees did not limit itself 
to whether these were legitimate professional services but went to 
the question whether there was a violation of the covenant against 
contingency fees in the contract by virtue of the 100 percent subeon- 
tracting arrangement ? 

You are aware of that? 

Mr. Tasstn. I am aware of that. 

Mr. Rospack. Mr. Hammond, while you have the books in front 
of you, was there any evidence that payrolls charged to this contract 
were fictitious? 
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Mr. Hammonp. Our examination reveals four names included on 
the payrolls that we were told did not work for the company. We 
talked to two of the employees and they said that they had never 
worked for Cincinnati Industrial Finishing. 

Mr. Ropack. Do the records that you have there show the prices 
that were paid for subcontracting the manufacture or repair of in- 
tervalometers ? 

Mr. Hammonp. Yes. 

Mr. Rozackx. What do they show? 

Mr. Hammonp. They show subcontracts with Dexter Insignia for 
the purchase of 20,000, almost 21,000, intervalometers and repair 
of almost 12,000 intervalometers at a cost of almost $128,000. 

Mr. Ronackx. What is the unit price roughly ? 

Mr. Hammonp. What is the unit price? $5.90. 

Mr. Ropack. Is there another subcontract for intervalometers ? 

Mr. Hammonp. There was a subcontract with Amiel Electric Co. 

Mr. Ropack. What is the unit price for those intervalometers ? 

Mr. Hammonp. 35 cents. 

Mr. Rosack. In one case $5.90 and in the other case 35 cents? 

Mr. Hammonp. Yes. 

Mr. Houtrrevp. The Chair will ask Mr. Morgan at this time to be 
sworn and to give some testimony. 

Do you swear that the testimony you will give before the commit- 
tee will be the truth, the whole truth, and nothing but the truth, so 
help you God? 

Mr. Ear Morean. I do. 


TESTIMONY OF EARL MORGAN, CHIEF INVESTIGATOR, MILITARY 
OPERATIONS SUBCOMMITTEE 


Mr. Ronack. What did you find out with respect to the subcontract 
for intervalometers with Amiel Electric Co.—who or what is the 
Amiel Electric Co. ? 

Mr. Horirretp. Let the record show that this is Earl Morgan. 

Mr. Eart Morean. During the week of August 8, Mr. Robert J. 
McElroy, another staff member, and I— 

Mr. Fascetyi. Of 1956 ! 

Mr. Eart Morean. 1955: made a trip to Columbus, Ohio, where 
we interviewed Mr. and Mrs. Amiel Giampapa. 

Mr. Rosack. Mr. Giampapa was a member of the partnership as 
far as the listing of the names was concerned ? 

Mr. Eart Morcan. That is correct. 

Mr. Fasce.ti. Partnership of what company 4 

Mr. Rosack. Cincinnati Industrial Finishing. 

Mr. Eart Morean. First we talked with Mrs. Giampapa at their 
address, 3104 Bellewood Court. This address is in a large apartment 
development. We examined the basement of the apartment since it 
had been stated to another staff member that this work was probably 
done in the basement or in the kitchen of Mr. Giampapa’s home. 

Mr. Fascety. Is this with respect to an investigation of the Amill 
Electric Co. subcontract ? 

Mr. Eart Morean. That’s right. 

Mr. Lirscoms. Is this 35-cent unit? 


Mr. Rorpack. Yes. 
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Mr. Ecxnart. Can you indicate how many intervalometers were 
involved and what the cost of the contract was? 

Mr. Fart Morcan. Mr. Giampapa subsequently advised us that he 
had assembled approximately 15,000 intervalometers at a unit cost 
of 3414 cents. Getting back to Mrs. Giampapa, after examining the 
facilities of the apartment, we noted that the basement contained a 
small laundry room and some very small storage bins for each indi- 
vidual apartment and it would appear that it would be difficult for 
anyone to do this type work under those conditions. Then on talking 
to Mrs. Giampapa, she advised that her husband, Amiel, had been 
associated with Mr. Knoebel for 5 or 6 years in Washington, D. C., 
and since coming to Columbus, Ohio. 

She stated that her husband had not brought any materials into the 
apartment or performed any work there such as assembling or repair- 
ing intervalometers. She denied ever having heard of rocket laun- 
chers or Amiel Electric Co. 

She stated that no mail had been received addressed to Amiel Elec- 
tric Co. and that she had not seen any invoices, billheads, or letter- 
heads containing the name Amiel Electric Co. We asked her about the 
$5,000 which was reflected on the*partnership’s books as being a capi- 
tal investment by Mr. Giampapa and she stated that this would be 
impossible, because she and her husband had never had that kind of 
money. She further stated that to her knowledge Mr. Giampapa had 
never received any money from Cincinnati Industrial Fnishing Co. 

After talking with Mrs. Giampapa we went to Mr. Giampapa’s 
place of business which is the Bureau of Unemployment Compensa- 
tion Cafeteria located at 427 Cleveland, in Columbus, Ohio. He was 
at that time employed as manager of the cafeteria which was operated 
by the J. & F. Food Service. Mr. Giampapa stated that J. & F. Food 
Service is owned by Mr. Knoebel and Mr. Heimann. He identified a 
check, No. 1340, made by Cincinnati Industrial Finishing Co., pay- 
able to Amiel Electric Co. for $3,490.85, as having been received b 
him for work performed in December 1953 and early 1954. The work 
performed was stated to have been assembling of intervalometers. 
He stated that this work had been performed in a spare bedroom of 
his two-bedroom apartment. We asked him the exact equipment used 
and he stated that it consisted of a 50-50 flux solder and a heating 
element similar in size and shape to a coffee can. The heating element 
allegedly contained two circular coils. He stated that the heating 
element was not used to dry the assembled intervalomters, but to keep 
the solder in a liquid state and the intervalometers were then air 
dried. 

Mr. Giampapa stated he had received 3414 cents for each inter- 
valometer. 

As previously mentioned he said he received check No. 1340 in the 
amount of $3,490.85. He stated that he had received an additional 
check for approximately $1,500. 

As I stated earlier he advised us that he had assembled approxi- 
mately 15,000 intervalometers and delivered them to Cincinnati In- 
dustrial Finishing Co. in his own private automobile. . He stated 
that the materials were delivered from Cincinnati to Columbus by 
Mr. Knoebel or himself in their own private automobiles. 

Mr. Giampapa also stated that the checks were cashed by him and 
most of the cash returned to Mr. Knoebel. The only other money 
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received by Mr. Giampapa from the Cincinnati Finishing Co. was 
$874.14, which is reflected in the partner’s capital account. He stated 
that this was reported as income on his 1954 tax return. On examin- 
ing his own pencil copies of his 1954 tax return, it reflected that this 
amount received had been recorded as income. Mr. Gi jampapa fur- 
ther stated that he has received no money from CIF Co. or Mr. Knoe- 
bel since the company completed their Navy contract. 

Mr. Rozack. Do you have information with regard to the sub- 
contract—— 

Mr. Eart Morcan. One other bit of information. Mr. Giampapa 
stated that the Amiel Electric Co. invoices were furnished to him by 
Mr. Knoebel. These invoices consisted of two pads. We asked him 
if he could locate any of these unused invoices since apparently only 
two had been used and he could not produce the invoices. 

Mr. Ecxnart. Did Mr. Giampapa indicate that there was such a 
company as Amiel Electric Co? 

Mr. Eart Morcan. Mr. Giampapa stated that he was Amiel Elec- 
tric Co. and that this was the only work that he had ever done in 
that name. 

Mr. Rosack. Do you have any other information on that matter? 

Mr. Earr, Morean. No, sir. 

Mr. Ropack. Can you describe now what the findings of the staff 
were with regard to the subcontract for intervalometers to Dexter 
Insignia ? 

Mr. Earn Morcan. Since there appeared to be a discrepancy in the 
number of intervalometers that had been assembled at the plant and 
those that had been subcontracted out, Mr. McElroy and I talked 
with several of the former employees of the Cincinnati Industrial 
Finishing Co. Mr. Raymond Page, who was the shipping clerk, 
stated that he could not recall shipping any equipment to Dexter 
Insignia Co. or any other subcontractor during the period of his 
employment with Cincinnati Industrial Finishing. 

Mr. Walter N. Atkins, assistant plant superintendent, stated that 
parts for the intervalometers were received from McDonald Plastic 
Co. in California and were completely assembled in the Cincinnati 
Industrial Finishing plant. 

He further stated that his job was to supervise the overall assem- 
bly of the rocket launcher and he could not recall ever receiving any 
assembled intervalometers from a subcontractor. 

Mr. Hotirretp. What was the nature of this Dexter Insignia Co.? 
What was their business ? 

Mr. Eart Morean. They had previously manufactured military 
insignia during World War IT or Korea. 

Mr. Houirretp. Where were they located / 

Give their location, please. 

Mr. Eart Morean. No. 30 East 30th Street, New York City. 

Mr. Fasceii. What type of building was that? Did you go there? 

Mr. Earn Morean. Yes, sir. If I may, I would like to get into 
the record the statements of two other former employees of Cincin- 
nati Industrial Finishing as to the assembling of the intervalometers. 
Mr. Donald G. Bokelman, plant superintendent and a partner in the 
CIF, stated that he recalled that some of the intervalometers were 
assembled by subcontractors in Chicago and New York but that more 
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than half of the 40,000 total quantity were assembled in CIF’s own 
plant in Cincinnati. 

Mr. Ecxuarr. Could someone from the Navy testify as to how 
many intervalometers are used on one launcher? 

Mr. Lee Morean. One. 

Mr. Ecxuarr. And the Cincinnati Industrial Finishing Co. con- 
tract was for how many launchers? 

Mr. Hauck. Forty thousand. 

Mr. Eart Morgan. Mr. Elgin “Jack” Johnson stated that he was 
formerly the shop foreman and his shop employed approximately 
30 people, and it was their job to assemble intervalometers. He 
stated that to his knowledge and belief all the 40,000 intervalometers 
used by Cincinnati Industrial Finishing Co. were assembled in his 
shop in Cincinnati over an 11-month period. He also stated that 
to his knowledge no material was furnished to any subcontractor 
and no intervalometers were received from any subcontractor. 

Mr. Horrrrerp. Are you aware of what the amount of Dexter 
Insignia Co.’s subcontract was for the assembling of intervalometers? 

Mr. Eart Morean. It was approximately $128,000. We further 
examined the records of Dexter Insignia Co. It is Dexter Insignia, 
Inc., I’m sorry. This is a two-man corporation chartered under the 
State of New York in 1950. The officers of the company are Mr. 
Lawrence Solow, president, and Mr. Michael Wershals, secretary- 
treasurer. 

Mr. Fascetu. It is really a solo corporation ? 

Mr. Eart Morean. Mr. Lawrence Solow also controls Larry’s TV 
and Appliance Stores, which previously operated under the name 
of Polk’s Radio & Appliance Corp. in Jackson Heights, N. Y. Mr. 
Wershals controls three other companies, which all do business at 
the same address, No. 30 East 30th Street, New York City. These 
companies are: 20th Century Carpet Co., Keystone Carpet Co., and 
20th Century Furnishings. 

Mr. Wershals stated that there was no written contract with CIF, 
other than the purchase order, for the work done by Dexter Insignia. 
This agreement to assemble intervalometers for CIF allegedly re- 
sulted from a close personal friendship between Mr. W: ershals and 
Mr. Alvin Heimann, one of the partners of CIF. The unit price of 
$5.90 to assemble the intervalometers was suggested by Mr. Wershals 
and agreed to by Mr. Heimann. 

We examined all the records available at Dexter Insignia and 
were unable to locate receiving documents for the materials or equip- 
ment allegedly furnished by CIF. 

We checked with the Railway Express Agency in New York City 
and received copies of two consignments forwarded by CIF to Dexter 
Insignia. 

The first of these. dated March 15, 1954, reflected weight for the 
article or articles shipped of 119 pounds and a declared value of $50. 
The description section contained merely the two words, “Century 
Carpet.” The other delivery record, dated July 26, 1954, contained the 
description “1 carton intervalometer, Assy parts,” with a weight of 
37 pounds indicated. This carton was valued at $100. No other 
delivery record could be located by Railway Exnress for shipments by 
CTF to Dexter Insignia or 20th Century Carpet Co. 
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The records of Dexter Insignia reflected 12 billing invoices to CIF 
between March 12 and July 30, 1954. The total quantity 32,686, and 
price $127,994, of these invoices appeared to be in agreement with the 
records, previously examined by other staff members, at CIF. 

Shipping documents to support six of these invoices could not be 
produced by Dexter Insignia. These six invoices were for a total of 
7,713 new intervalometers and 8,783 repaired or rebuilt intervalom- 
eters. 

The cost submitted for these 16,496 intervalometers was $63,719.29. 

The records of Dexter Insignia ‘further reflected cash receipts from 
CIF totaling $96, 495.82. The cost of material received from CIF was 
reflected as $31,498.86. A total of these 2 figures would result in 
receipts amounting to $127,994.68. 

Mr. Chairman, the shipping documents that were produced did not 
appear to be vs alid for the items that were supposedly shipped. This 
[exhibit] has been stated to the staff to be an intervalometer assembly. 
Mr. Morgan, would you agree that this is an intervalometer assembly 
as used on the Aerc-6A ? 

Mr. Lee Morean. Yes. 

Mr. Eart Morean. The staff had this intervalometer assembly 
weighed on the post-office scales in this building and the weight was 
determined to be 414 ounces approximately. 

The total number of intervalometers which should have been shipped 
to CIF was 32,686. The weight of that number of intervalometers 
is approximately 9,193 pounds. The total weights recorded on the 
documents produced by Dexter Insignia as shipping documents re- 
flected a total weight of 377 pounds. This includes intervalometers 
assembled, rebuilt and repaired. 

This would indicate a discrepancy of approximately 8,800 pounds 
or 4% tons. 

Mr. Rosackx. What information did you get with respect to the 
manufacture of the intervalometers ? 

Mr. Eart Morgan. Mr. Chairman, we interviewed both of the part- 
ners of this firm separately and I would like to record the statements 
made by each of them. 

Mr. Wershals stated that the materials to be furnished Dexter by 
CIF included all the unassembled parts necessary to make up the 
assembled intervalometer. Both materials and equipment necessary 
to assemble intervalometers were alleged to have been shipped from 
CIF to Dexter. Again I state that the receipt of these materials 
could not be supported by any receiving documents. 

Mr. Wershals stated that he ree ited all the materials and equip- 
ment furnished by CIF at No. 30 East 30th Street, New York City. 
He stated that the articles received were then delivered by Mr. Wer- 
shals in his private automobile to Mr. Solow’s home where the as- 
sembly work was performed in the basement by both Mr. Solow and 
Mr. Wershals. Mr. Wershals in describing the equipment used in 
assembling the intervalometers first. stated to the staff in August 1955, 
that this equipment consisted of 8 heating elements, referred to as 
ovens, approximately 8 inches to 10 inches in diameter. Other equip- 
ment consisted of several soldering irons and solder. 

In a later statement to the staff, in November of the same year, he 
stated that the heating elements were 6 hotplates approximately 4 
inches to 6 inches in diameter with a lid similar to a waffle iron. 
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Hie could not recall any other equipment furnished by CIF or used 
in assembling the intervalometers. On November 21, 1955, Mr. Wer- 
shals stated that 4 intervalometers could be dried in the heating 
element at 1 time and that this was the normal process that they 
followed. The next day, November 22, he stated that only one inter- 

valometer could be inserted in the heater element at one time. Mr. 
Wershals described the shiping containers received from CIF as card- 
board cartons approximately 30 inches by 30 inches and stated they 
could contain better than 1,000 intervalometers. The following day 
Mr. Wershals reduced the size of these cartons in his description by 
approximately one-half. In our interview with Mr. Solow the same 
questions were asked of him and the answers were quite contradictory 
to those of Mr. Wershals, 

Mr. Solow described the receiving carton as being of wood approxi- 
mately 36 inches by 18 inches by 6 inches. He described the equip- 
ment used as 5 or 6 ordinary hotplates with no lid or top thiat could 
be lowered causing a resemblance of a waflle iron fea additional 
equipment was glue, wire, solder and soldering iron. 

Mr. Solow could not describe the process followed in assembling the 
intervalometers. They had previously stated that the two—Solow 
and Wershals were the only ones that had worked on these inter- 

valometers and the record will show that they billed CIF for ap- 

proximately 32,000 intervalometers over a 3- or 4-month period im 
1954. Mr. Wershals stated that in addition to the materials and 
equipment furnished by CIF, Dexter was also furnished invoices and 
billheads by CIF at no cost to Dexter Insignia. 

Mr. Wershals stated to the staff that Mr. Solow was the technician 
or the man with the know-how in this instance due to his many years 
of experience in the radio and television business. 

He further stated that Mr. Solow did most of the work on the 
intervalometer and that he, Wershals, merely assisted in any way he 
could. 

Mr. Solow stated that most of the work was performed—this is the 
other party now, Mr. Solow stating that most of the work was per- 
formed by Mr. Wershals and he, Solow, merely assisted as directed 
by Mr. Wershals. 

Mr. Solow, in regard to the handling and the shipment of the 
intervalometers, stated that the finished intervalometers were put into 
a box at the end of the day at his house and Mr. Wershals would then 
take them back to No. 30 East 30th Street where they were packaged 
and shipped by Mr. Wershals. 

Mr. Wershals stated that the intervalometers were packaged and 
prepared for shipment in Mr. Solow’s home with the assistance of 
Mr. Solow. 

He also stated that Mr. Solow actually counted the intervalometers 
that had been assembled and advised Mr. Wershals of this number so 
that he could then bill CIF for the proper number shipped. Mr. Solow 
denied that he counted all the intervalometers but stated that Mr. 
Wershals usually advised him of the number assembled and that he. 
Solow, would then prepare an invoice in the name of Larry’s to be 
charged to Dexter for the labor performed by Solow. 

Neither of the officers would advise the number of intervalometers 
that could be assembled in 1 hour or even the highest or lowest num- 
ber that they had assembled in any 1 day. 
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Mr. Solow did state that in his opinion the quantity of 982 which 
was reflected in 1 invoice could be assembled in one evening. 

He would not definitely say whether or not the number 1,400 which 
was reflected on another invoice could be assembled in one evening. 

Mr. Chairman, the staff has prepared a report on these trips that I 
have been discussing and with your permission, since it is still quite 
lengthy, we could insert the material in the record at this time rather 
than reading it in. 


Mr. Houirretp. Without objection we shall incorporate the rest of 
the staff report in the record. 
(The document referred to is as follows :) 


CONTINUATION OF “STAFF REPORT ON INVESTIGATION OF RELATIONSHIP BETWEEN 
CINCINNATI INDUSTRIAL FINISHING Co. AND DEXTER INSIGNIA, INC.” 


Both officers were in agreement in their statements regarding the location 
where the work was performed, that is, the basement of Mr. Solow’s home. Mr. 
Solow advised that the work was performed over a period of approximately 6 
months, beginning in January or early February of 1954 and extending to some 
time in late June or early July 1954. Mr. Wershals stated that the work was 
started some time in March and completed about September 1954. 

Mr. Wershals, who admittedly assisted in assembling intervalometers in the 
basement of Mr. Solow’s home, could not describe the physical characteristics of 
this basement which he had used over a period of 6 or 7 months in 1954. 

Mr. Solow stated that all records relating to this subcontract were kept by Mr. 
Wershals in the same office used by 20th Century Carpet Co., 30 East 30th 
Street, New York. He stated that all documents regarding receipt or shipment 
of intervalometers or unassembled parts would have been handled personally by 
or come to the attention of Mr. Wershals. Mr. Wershals admitted that this was 
the case. 

Mr. Solow indicated that most of the materials were taken to his home by 
Mr. Wershals in a station wagon owned by Mr. Wershals. He indicated that on 
numerous occasions the station wagon contained as many as 6 or 8 boxes of un- 
assembled parts. Mr. Wershals stated that he owned only 2 automobiles dur- 
ing the period of 1954 under discussion, (1) a 1952 Plymouth sedan and (2) a 
1951 Cadillac convertible (no station wagon). He stated that materials were 
carried from 30 East 30th Street to Mr. Solow’s home most of the time in his 1952 
Plymouth sedan. He indicated that he never carried more than 3 or 4 boxes 
at 1 time. 

Mr. Solow stated that at the beginning of the contract some of the assembly 
work was done in the basement of either Mr. Wershals’ home or his carpet com- 
pany. Mr. Wershals denied that any work had been done at the carpet company 
or at any place other than Mr. Solow’s basement. 

Additional conflicting statements were made by the two individuals with re- 
spect to the materials and tools used in the assembly process. Mr. Solow indi- 

cated that glue of some type which had to be kept in a liquid state through the 
application of heat was used together with the striae type solder and such simple 
tools as screwdrivers and pliers. On November 22, Mr. Wershals could not or 
would not identify any tools that were used in connection with the assembly of 
these intervalometers. He mentioned neither solder nor glue as being essential. 

Mr. Solow was unfamiliar with the process of assembly of the intervalometers 
and the use of the heating element. He stated that he did not think he placed 
them on the heating element and that he could not remember how they were dried. 


ADDITIONAL INFORMATION FROM THE RECORDS OF DEXTER INSIGNIA, INC. 


The records of Dexter Insignia also disclosed payments to Larry’s Television 
& Appliance of $37,876.75 for materials purchased. There was a similar ac- 
count in the name of 20th Century Carpet Co., Ine.. which received $10,398.25 
for materials purchased. These two concerns are owned respectively by Mr. 
Lawrence Solow, president of Dexter, and Mr. Michael Wershals, secretary- 
treasurer of Dexter. It was explained by Mr. Wershals that this was not for 
materials furnished by the 2 companies but was for labor performed by the 2 afore- 
mentioned individuals. He also stated that these charges or payments were 
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handled in this manner on the books to prevent reporting the payments as in- 
«ome to the two individuals. 

Mr. Wershals produced 17 invoices numbered consecutively from 1940 to 1956 
from Larry’s Television & Appliance Stores. All of the invoices were dated 
between February 15 and July 19, 1954. The invoices are charges for assem- 
bling 13,458 intervalometers and repairing 12,059. The rate charged for the 
new intervalometers was $1.75 each and the rates charged for repairing inter- 
valometers varied from slightly more than $1 to $1.50 each. All of the invoices 
were initialed “M” and it was indicated on all but one that the amounts listed 
had been paid. The number of the check was also indicated. The one invoice 
which was not marked paid was No. 1965 of June 26, 1954, for $3,675. 

Mr. Wershals also produced three invoices from 20th Century Carpet Co., Inc., 
to Dexter Insignia, Inc., for intervalometers assembled or repaired. One of 
these, No. A3493, was dated June 2, 1954. The other 2 for the same date, 
August 138, 1954, were numbered A3515 and A3516. The total cost submitted 
was $10,398.25 for 3,982 intervalometers assembled at a unit price of $1.50 and 
3,127 repaired intervalometers. 

It was stated by Mr. Wershals that these invoices reflected all of the inter- 
valometers assembled by Dexter Insignia, Inc. The total of the quantity billed 
by Larry’s and 20th Century Carpet Co. appears to be 17,440 newly assembled 
intervalometers. There is a slight discrepancy here between this number and 


the number reflected in the invoices to CIF from Dexter of 17,500 new inter- 
valometers. 


INFORMATION FROM THE Recorps OF LARRY’S TELEVISION & APPLIANCE Co. 


The records of this company reflected sales to Dexter Insignia totaling $34,- 
261.75. The amount $3,675 on invoice No. 1965 dated June 26, 1954, was not re- 
flected in the general ledger of Larry’s Television & Appliance Co. Duplicate 
copies of the invoices contained in the files of Dexter Insignia could not be 
produced by Larry’s Television & Appliance Co. 


INFORMATION FROM THE Recorps oF 20rnH CENTURY CARPET Co., INC. 


The sales record indicated on July 23, 1954, a sale, in the form of labor, 
amounting to $2,865. This was explained as the labor charges by 20th Century 
for assembling and repajring a total of 1,910 intervalometers, all at the rate of 
$1.50 each. The sales record also contained 2 entries of August 13, 1954, in 
the amounts of $3,096.50 and $4,436.75, respectively. These were also explained 
as labor charges for assembly work performed by Mr. Wershals in the name of 
20th Century Carpet Co. These same amounts appeared as cash receipts from 
Dexter Insignia and appeared to be recorded as income by 20th Century Carpet 
Co, 

The cash disbursement ledger reflected an entry of March 26, 1954, to Larry’s 
as an account payable in the amount of $1,316. This was treated as a purchase 
and included in the cost of sales by 20th Century Car_et Co. A _ shipping 
invoice dated March 11, 1954, was examined at Larry’s TV. This invoice was 
in the name of Cincinnati Industrial Finishing Co., 1740 Dreman Avenue, Cin- 
cinnati 23, Ohio. The delivery instructions were to Mr. James Ulrick, 90-71 
Roundtop Road, Cincinnati, Ohio. The total amount of this invoice was $1,- 
316. The items contained on the invoice were as follows: 1 frig, price $260; 
1 washer, WO65S. I. D., $200; 1 dryer, $166; 1 range, RT70, $295: 2 Admiral 
TV's, $264: and 2 sets of legs, $11 plus 10 percent, $120. A memorandum ac- 
knowledging that a bill of lading had been issued by Wilson Freight Forwarding 
Co., Inc., was attached to the invoice. This memorandum contained the name 
Powlewicz and the date March 26, 1954, in the square provided for charges 
ndvanced. 

Mr. Wershals explained that this was probably a gift to Mr. Ulrick by Mr. 
Wershals and admitted that this $1,316 was probably the same amount as re- 
flected in his accounts payable to Larry’s TV on March 26, 1954. Five addi- 
tional invoices were charged by Larry's to 20th Century Carpet Co. with the 
inaterials or purchased items being delivered to either Cincinnati Industrial 
Finishing Co., America Terminal Restaurant in Cincinnati, or Mr. Wershals’ 
home address, 1060 East Eighth Street, Brooklyn, N. Y. The four invoices re- 
flecting deliveries to Cincinnati were for such items as Frigidaires, dryers, 
Admiral television sets, electric ranges, and Philco television sets. The above 











530 AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 


TV sets and electrical appliances were explained by Mr. Wershals as gifts to 
the various individuals connected with CIF. Cost price for these invoices 
totaled $3,338.21. The only direct income by 20th Century from CIF was for 
the rubber matting discussed in a separate section of this report which had 
been sold for $8,155. 


INFORMATION FROM THE Recorps or CIF 


Examination of the records of CIF revealed that no contractual agreement 
was in existence other than a purchase order, No. 1315, dated December 29, 
1953. This purchase order, addressed to Dexter Insignia, Inc., called for as- 
sembly of 17,500 intervalometers at a unit price of $5.90 and a total price of 
$103,250. The material cost which was to be paid by Dexter Insignia totaled 
$31,498.86. In addition to the new intervalometers to be assembled, the pur- 
chase order provided for repairing and rebuilding intervalometers. The unit 
price for a rebuilt intervalometer was listed as $3.97 and no price was specified 
for any repairs to be performed. This purchase order was signed by James 
Knoble and James Ulrick and acknowledged by Michael Wershals, secretary- 
treasurer of Dexter Insignia, Inc. The materials necessary for assembling the 
intervalometers were to be furnished by CIF. However, shipping documents 
for these materials could not be produced by CIF. 

Receiving documents for an alleged 14,312 assembled and 9,857 repaired in- 
tervalometers from Dexter Insignia were examined at CIF. These receiving 
documents merely indicated the number of cartons received and that the con- 
tents were intervalometers. There was no stock record cards or other evidence 
of any actual count having been taken by CIF personnel. These intervalometers 
were allegedly supplied by Dexter between April 20 and July 30, 1954. CIf’s 
records showed additional intervalometers allegedly received from Dexter but 
could not be supported by stock cards or receiving documents. These later 
shipments were allegedly for 3,188 assembled, 3,287 rebuilt, and 2,042 repaired 
intervalometers. The total invoice price for these three later shipments was 
$33,812.49. The records of CIF reflected payment to Dexter for 17,500 assembled, 
3.287 rebuilt, and 11,899 repaired intervalometers, a total of 32,686, for which 
disbursements totaling $127,998.68 were made by CIF. 


Mr. Houirtecp. I think enough has been shown by the staff investi- 
gation into this contract to show that it was a very irregular arrange- 
ment within the subcontract. 

This material will be turned over to the Department of Justice for 
scrutiny. 

Mr. Rosack. Just one point, Mr. Morgan, what was shipped to 
Cincinnati Industrial Finishing by 20th Century Carpet ? 

Mr. Ear Morcan. A substantial amount of rubber matting was 
shipped by 20th Century Carpet Co. 

Mr. Rosacx. Mr. Hammond, does your record reflect that? 

Mr. Hammonp. The records at Cincinnati Industrial Finishing 
shows that 2,230 yards of rubber matting were shipped to Cincinnati 
Industrial Finishing by 20th Century Carpet Co. at a cost of $8,155.00. 

Mr. Hortrrevp. Was that item charged up to the contract ? 

Mr. Hamnonp. Yes, sir. 

Mr. Horrrretp. Was there any need for that particular item of 
rubber matting in the construction or rocket launchers / 

Mr. Hammonp. No: it wasn’t used in the construction of the launch- 
ers but we understand it was used to cover the flooring of the assem- 
bling rooms. 

Mr. Ropack. Mr. Morgan, what else was shipped to Cincinnati In- 
dustrial or any of the partners of that company? 

Mr. Eart Morcan. The records of Larry’s TV & Appliance Store, 
of which Mr. Lawrence Solow is the owner, reflected shipment of items 
such as frigidaires, washers, dryers, ranges, television sets. 
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Mr. Ropack. In what aggregate amount? 

Mr. Kart Moran. The total invoice cost of $3,338. 

Mr. Houirreip. That too was charged to the contract. Mr. Ham- 
— were those charged to the contract ? 

-- Hacimonp. We didn’t pick up those invoices at Cincinnati In- 
hae ial F inishing. 

Mr. Eart Morean. Mr. Chairman, the records of 20th Century 
Carpet showed 2 invoices for the shipment of the rubber matting, 1 
of which was not substantiated by shipping documents, the total 
amount charged by the Cincinnati Industrial Finishing Company for 

the rubber matting, I believe will be reflected as $8,155. 

Mr. Ropack. I wonder if we can ask Mr. Morgan, Mr. Lee Morgan, 
to make an observation regarding the fabrication of intervalometers. 
Is it a difficult or relatively simple process for that ? 

Mr. Lee Morean. Initially it appeared from the assemblies that I 
saw that it was relatively tricky but once the learning curve was 
established, it was not too difficult a job. 

Mr. Lipscome. May I ask a question? 

Mr. Howirtetp. Go ahead. 

Mr. Lirscoms. Does the Navy have inspectors to inspect items such 
as these after they are manufac tured ? 

Mr. Lee Morean. Yes, sir; they are inspected. 

Mr. Lirscoms. At what point are they inspected ? 

Mr. Lee Moraan. I don’t know whether this contract called for 
source mspection or final assembly inspection. 

Mr. Lirscoms. Did the Navy have inspectors on this particular 
production contract ? 

Mr. Lez Morean. We would have at the end product, I’m sure. 

Mr. Liescoms. At the end product? 

Mr. Ler Morean. Yes. 

Mr. Lirscoms. Does the Navy have inspectors that go in durin 
production on the contract to see that the production is being carrie¢ 
on? 

Mr. Ler Morean. Yes. 

Mr. Lipscoms. What do your records show as to your inspectors 
determining where these intervalometers were made and manu- 
factured ? 

Mr. Ler Morean. I would not have that information. 

Mr. Lirscoms. Who would? 

Mr. Ler Morgan. The records at the cognizant inspector’s office 
probably would have that information. 

Mr. Liescoms. Does anyone here have any knowledge of where these 
were actually manufactured ? 

Mr. Ler Moraan. I have none; no, sir. 

Mr. Lirscoms. And, up to this point, the Navy is not aware that all 
these shenanigans were going on? 

Mr. Lee Moraan. No, sir. 

Mr. Liescoms. Has the staff ever seen any inspector reports of the 
Navy? 

Mr. Eart Morean. No, sir; the staff has not seen any reports of 
inspection by the Navy that would apply to intervalometers. They 
did have a Navy inspector at the plant of Cincinnati Industrial Fin- 
ishing Co. It is the staff’s understanding that the Navy inspector 











532 AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 


stamps these intervalometers with a stamp such as this that appears 
on this intervalometer, which is his acceptance of that item, that 
part; it indicates that he inspected that item. Is that correct, Mr. 
Morgan / 

Mr. Lee Morean. Yes. 

Mr. Fascett. Was the same inspector on this contract the whole 
time ¢ 

Mr. Eart Morean. It is my understanding that it was the same. 

Mr. Fasceti. Who was it ? 

Mr. Eart Morgan. Mr. Williams, I believe. 

Mr. Fasce.t. Is he still with the Department ? 

Mr. Eart Morean. That is a question that the Navy might be able 
to answer. 

Mr. Rosack. Did this inspector have any relatives on the payroll 
of the company ? 

Mr. Howtrrerp. Who are you asking that of ¢ 

Mr. Rogzack. Does the staff investigation reflect whether this in- 
spector or the Navy inspector had any relatives employed by the 
company ¢ 

Mr. Eart Morean. In my trip to Cincinnati I interviewed the last 
accountant for Cincinnati Industrial Finishing, a Mr. Caldas, and 
he indicated that the son of the Navy inspector was on the payroll. 

Mr. Ropack. That is based on what he said to you, and no other 
verification ¢ 

Mr. Eart Morean. That’s right. 

Mr. Ropacx. What is the Navy policy, Admiral Murphy, with re- 

gard to inspectors’ relatives being on the payroll of the company ? 

Admiral Murrny. I cannot quote an actual excerpt from the record 
that prohibits it, but I would certainly consider that, if the wife, for 
instance, was on the payroll of the company he was inspecting, it 
wouldn’t look like a very proper setup. 

Mr. Lirescoms. Did the staff ever determine whether there was a 
profit made by CIF on this contract ? 

Mr. Rosack. The allowable profit on the contract was 10 percent, 
and there was a negotiation for a price increase because of certain 
additional specifications required. As to what the final profit actually 
was, I don’t believe that we have any information on that. 

Mr. Lirscomn. They completed their contracts and made all their 
deliveries / 

Mr. Rorack. That’s right. 

Mr. Lirscoms. I would like to ask the Navy: Have these items that 
were delivered on this contract. been satisfactory, and are they working 
in every respect / 

Mr. Lee Moran. The only reports that I have seen were those that : 
the staff presented, which indicated that a quantity of Spra-Con 
launchers had suffered some moisture difficulty in overseas shipment. 

Mr. Lirscoms. Is this contract subject to renegotiation / 

Mr. Tasstn. Yes. 

Mr. Lirscoms. At what point does renegotiation come about ¢ 

Admiral Murruy. Mr. Tassin / 

Mr. Tassin. Renegotiation is a statutory measure through which the 
Government seeks to recapture what it would conclude to be excessive 
profits on a contract, at least on a contractor’s business. ‘The renego- 
tiation is tied in with the contractor’s fiscal year of operation rather 
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than contract by contract. If this contract were performed all in 1 fis- 
cal year of the contractor, then the whole contract would be under ques- 
tion. If it was performed in more than 1 fiscal year of the contractor, 
then, provided the particular subcontractor had more than $500,000 
in sales to the Government in that particular fiscal year, it would be 
subject to renegotiation. 

Mr. Lirscoms. To your knowledge, has this contract been subject to 
the scrutiny of renegotiation / 

Mr. Tasstn. I could not answer that question, sir. The contract, to 
the best of my knowledge, was performed in 1953-54. I would assume 
that it has been. I don’t know, sir. 

Mr. Lirscoms. It appears, from information before the staff, that 
there is a possibility that it could be renegotiated ; at least that is the 
offhand impression I get. 

Mr. Hortrrecp. Mr. Eckhart, can you make a statement on the rec- 
ord, from your knowledge of this particular contract, in regard to 
renegotiation? Do you have knowledge on that ! 

Mr. Eckuartr. The information that | presently have is that the Cin- 
cinnati Finishing Co., at the request of the renegotiation office in De- 
troit that has cognizance over the geographical area including Cin- 
cinnati, the city of Cincinnati, requested the contractor to furnish 
information onal expenditure in excess of $5,000 under this contract. 

That information was supplied through the attorney representing 
the Cincinnati Industrial Finishing Co., Mr. Moore. The discussions 
that were had last week between the staff and Mr. Kilday, the Assist- 
ant Counsel for the Renegotiation Board, Washington office, indicated 
that the contract is presently being renegotiated and that they were 
not aware of some of the information that the staff had in connection 
with the commissions and other fees that were charged against the 
contract, and that they are going to direct their Detroit office to work 
with the staff and to review the material that the staff has to determine 
whether or not some of these fees are allowable. 

Mr. Houtrieip. Prior to these hearings did the staff contact the 
renegotiation board and alert them to this situation ? 

Mr. Eckuarr. Yes, sir; they were alerted. 

Mr. Honirietp. And information furnished them ? 

Mr. Eckuarr. Yes; they were alerted approximately a year ago. 
At this point, L believe in response to Congressman Lipscomb’s 
question about profits made on the contract, that Mr. Hammond of 
the GAO can testify with respect to what the statements prepared 
by their accountants reflected in terms of profits and in terms of 

salaries to the partners. 

Mr. Howirietp. Mr. Hammond / 

Mr. Hammonp. For the period September 7, 1953, to May 31, 1954, 
the financial statement shows net profit of $19,356. Partners salaries 
and commissions that go to individual partners, about $172,000 or a 
total of $190,000 profit for that period. Financial statement for the 
year ending May 31, 1955, shows a net profit plus partners’ salaries 
and commissions of $118,700 or a total for these 2 financial ae 
that is for the period September 7, 1953, through May 31, 1955, of 
$309,000, 

Mr. Fascetx. If you say, if you take that $309,000 and throw in a 
few questionable items you would run up to a total of about a half 
million dollars real quick? 











so we assume they are out of business. 

(Discussion off the record.) 

Mr. Fascenz. If one of the admirals can tell me whether there is 
such a directive to cover a case where you might have trouble with 
individuals who either associated in a partnership or a corporation 
and they are undesirable from the standpoint of doing business—how 
does the Navy alert itself and other military or gover nmental agencies ¢ 

Admiral Mureny. The Secretary of the Navy can determine that a 
firm is one that the services should not do business with. 

Mr. Fascett. That is the firm. How about the individuals in the 
firm ? 

Admiral Mureny. The same thing I understand. 

Mr. Fasceutx. Is that information circularized in some way ? 

Mr. Sass. Yes. 

Mr. Fasceti. Do I understand from that that an administrative 
finding must be made by the Secretary of the Navy in the Navy’s 
case 

Admiral Murrny. That is my understanding. That would be dis- 
seminated to the other services I understand. 

Mr. Sass. Correct. 

Mr. T AssIN. That’s right. 

Mr. Fasceuu. Is there an across-the-board committee of some kind, 
liaison, or deals with contractors and contractual information ? 

Mr. Sass. There is a section in the Office of Naval Materiel of the 
Navy which i is charged with responsibility for matters of this kind. 

Mr. Fascerz. Yes, but what I am asking is whether or not there 
is a horizontal committee of the three services at the procurement 
level that would interchange information with respect to contractors 
and individuals on military procurement ? 

Mr. Sass. The ASPR Committee, the Armed Services Procurement 
Regulations Committee would get into the question of general rules. 

Mr. Fasceti. In other words standardization of procurement prac- 
tices ? 

Mr. Sass. Right. 

Mr. Fascety. But not ordinarily into the determination of responsi- 
ble individuals? 

Mr. Sass. Determinations are ordinarily made by the individual 
services and, once a determination is made, then that information is 
passed by one service to the other services. 


—— 
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Mr. Hammonp. Yes; if you considered the payments for inter- 
valometers and questions concerning those. 
Mr. Hourrrevp. It would seem then that this would be a meaty 
subject for renegotiation ? 
Mr. Fasceti. Are these fellows still in business? 
Mr. Rospack. The company as such, I believe, the partnership fell 
away with the completion of the contract, except I believe informa- 
tion was presented to the committee that there was a bid on the Be-Ge 
contract by Cincinnati. I believe that was Air Force testimony. 
Mr. Eart. Morcan. They did bid on the Air Force procurement on 
the MA-3. The bid was submitted in the name of the Cincinnati 
Industrial Finishing Co. But an inquiry was directed to the people 
then in that area, the Air Force people, and they came back with a 
reply to the effect that no such company could be located in Cincinnati, 
' 
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Mr. Fascetz. Well, would it appear that in this case, Admiral 
Cronin, that there is a question here that some determination should 
possibly be made at an administrative level to determine whether or 
not anybody ought to do business with any of these companies or 
any of the individuals concerned therewith in your opinion, without 
prejudging the case. 

Admiral Crontn. May I ask Admiral Murphy to answer this? This 
isa Bureau of Aeronautics matter. 

Admiral Murrpuy. Again, sir, we have to remember this is a fixed- 
price contract and while certainly the testimony has been most inter- 
esting, the fact is that this company did deliver, this group of indi- 
viduals, in other words, did deliver one way or another. 

Mr. Lirscoms. Mr. Chairman, could I ask the admiral also—and 
this was the low bidder. 

Admiral Mureny. Pardon me. 

Mr. Lirscoms. This company was the low bidder. 

Admiral Murpny. No; when this procurement was put out to a se- 
lected group, it had been determined before going out, as I understand 
it, that Century Industries was the leader and would receive part of 
the order and would as I think has been established here, have a certain 
engineering responsibility to the other two sources. 

Radiant and Spra-Con were the low and the next to the low bidder. 
That is correct; isn’t it ? 

Mr. Hauck. Spra-Con actually was lower. 

Mr. Tasstn. No; Radiant was low. 

Mr. Hauck. Yes; they were. 

Mr. Roracx. Do you have your prepared statement in front of you, 
Admiral Murphy? You state at the bottom of page 3 that: 

To protect the Government fully it was decided that the contract should con- 
tain a restriction limiting the manufacturer to the purchase of only enough 
parts to permit deliveries of an initial delivery of 150 launchers. 

Now will you identify in the contract that restriction ? 

Admiral Murpny. That is in the Aero-7D. May I read? It starts 
on page 5 

Mr. Rozack. I wanted you to identify the section before you read it. 

Admiral Murpuy. I am trying to do that. 

Mr. Ropack. Excuse me. 

Admiral Murepny. Under preproduction samples, at the bottom of 
page 3 

Mr. Rosack. I have read that section and I don’t see any such 
restriction. I wanted you to point it out to me. If you are making 
an interpretation of the contract that is one thing. I want to know 
whether you see a restriction which your statement conveys to the 
committee. 

Admiral Murpny. Production of the items to be furnished under 
the contract shall not commence until such samples, referring to the 
150 samples, have been approved by the Government. 

Mr. Rovack. Does that restrict the manufacturer from buying pro- 
duction components or would that be a matter of interpretation ? 

Admiral Murrny. We are getting into a matter of interpretation. 


No, I don’t think there is any restriction that would prevent him at 
his own risk from buying supplies. 
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Mr. Ropacx. I just wanted to understand the statement. I am not 
questioning or quarreling about the interpretation. I wanted to know 
whether that restriction you referred to as being in the contract, with 
what section you associated it. 

You also state at the bottom of page 3 that under the Armed Serv- 
ices Procurement Regulations, the Navy was required to advertise 
this procurement since drawings, specifications, and models were 
available. Will you identify the section of the Armed Services Pro- 
curement Regulations which requires you to advertise if drawings 
are available? 

Admiral Murpny. Mr. 'Tassin, can you give me any actual para- 
graph in the ASPR? I can tell you the intent is there. 

Mr. Tasstn. I don’t know any actual paragraph in the Armed 
Services Procurement Regulation. I can’t cite the paragraph right 
now. However, the Armed Services Procurement Regulation goes 
back to Public Law 413, 1947, which states 

Mr. Rosacx. We are not interested now in the statutory history. I 
am trying to identify what sections of the procurement regulations 
make it mandatory, and that would be the normal interpretation of 
this statement, to advertise if drawings and specifications are available. 

Mr. Tasstn. The normal order of doing business is by formal com- 
petitive advertising and there are certain c: itegories of procurements 
in which an exception might be made for negotiation. 

If drawings, specifications, adequate time are available for a num- 
ber of sources to produce, then the method is by advertising and I 
think that is what the admiral referred to. 

Mr. Rogsacx. You are making a statutory construction and a con- 
struction of the regulations, but the statement says that under the 
regulations you are required to advertise if the drawings are avail- 
able, and I was looking for the regulation and couldn't find it and 
wanted assistance. 

You haven’t found it, and I assume that is the construction you place 
upon it. Iam not arguing about it. 

Admiral Murreuy. Actually, sir, we have to turn the question around, 
I think, and actually indicate that we have certain factors, when they 
are present, then negotiation by exc eption—in other words the ex- 
ceptions that are listed under the Armed Services Procurement Act— 
don’t apply. 

Mr. Rornack. But the mere availability of specifications and draw- 
ings in and of itself is not prescriptive as to whether you advertise 
or not ¢ 

Isn’t that so? It has to do with all the exceptions under the law? 

Admiral Mureny. That’s correct, sir. 

Mr. Ropackx. I am not arguing. I am just trying to get your in- 
terpretation as to what those regulations are. 

In mid-April 1955 Admiral Harrison testified before the Armed 
Services Subcommittee in response to a question whether the 7-rounder 
was an interim launcher, and he stated in substance that the Navy 
expected and intended to procure both the 7-rounder and the 19- 
rounder, that it was not an interim launcher, the 7. Do you qualify 
in the light of your testimony that earlier statement ? 

Admiral Mureny. Do we have : any requirement now for the seven- 
rounder ? 
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Mr. Hauck. We have no new requirement for the seven-rounder, 
sir. 

Mr. Rozack. We will let that statement stand as sufficient for the 
question. ear aa 

In your prepared statement in explaining the Navy’s disinterest in 
the so-called “Smiley” launcher, the MA-3, you pointed to the fact 
that the Navy military characteristics required a different kind of 
item. Now, Mr. Morgan testified before the Armed Services Committee 
in February 1955, as follows: 

The first reason, and the prime reason, is that “Smiley’ ’was offered on a 
proprietary basis, and it was the established policy of the Chief of the Bureau 
of Aeronautics that generally we would not deal in proprietary items; that we 
had to have patent rights in order to permit us to secure competitive bidding. 
We wouldn’t consider it for a minute on the basis that it was offered by the 
contractor. 

Does your testimony in any sense qualify that, since you didn’t raise 
the question of proprietary rights ? 

Admiral Murrnuy. It is my understanding, sir, that we have no 
requirement today for the 7-round launchers and for the reasons I 
stated on Thursday, that we desire the characteristics now found in the 
Aero-7D, the 19-rounder. 

Mr. Rosack. Is your testimony directed to what you found now 
rather than what you found at the time it was offered ? 

Admiral Murpiry. I cannot speak to what was the intent. 

Mr. Earn Morcan. Can you speak to the intent that existed when 
the MA—3 was offered ? 

Mr. Ler Morcan. As you have read from testimony and from 
Admiral Soucek’s letter the fact that it was of a proprietary nature 
prevented us from giving it consideration if we had something else 
available which would do the job. 

Mr. Rosack. Are you qualifying your testimony before the Armed 
Services Committee ? 

Mr. Ler Morcan. No, I don’t believe so. 

Mr. Rorsack. You are standing on that statement that the prime 
and dominating reason for your disinterest in the MA-3 was the 
proprietary issue / 

Mr. Ler Morgan. Yes, especially since we had something else that 
we thought would do the job. 

Mr. Rosack. Admiral Murphy testified as to why the Navy was 
not interested in the MA-3 but did not mention the issue of proprie- 
tary rights. The question I was trying to get an answer to is whether 
the official testimony on that point signified a different interpretation 
of the reasons for not being interested in the MA-3. 

Admiral Murruy. If I follow you correctly we have two launch- 
ers. We are trying to bring in the 19-rounder, the Aero—7D, as better 
meeting our carrier requirements. 

I believe that if we had a followon requirement for the 7-rounder, 
we would buy the 6A. 

Mr. Ropack. Mr. Morgan testified in February 1955 that in addi- 
tion to and secondary to the issue of proprietary rights, there was 
under way a development of the Aero-6C. Now Mr. Morgan also 
testified that the Air Force representatives some time early in 1954 
came and inquired about the Navy’s interest in the MA-3. The Navy 
said, “We have something that we think is better,” and that was the 
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Aero-6C. It was also testified that the Aero-6C never went into 
production. 

Now, in the light of that information which—do you subscribe in 
substance to that; is that your recollection, Mr. Morgan? 

Mr. Ler Morean. What you said is substantially correct. 

The 6C did not become available in time for our followon pro- 
curement. If we purchased more 7-round launchers we would pur- 
chase the 6D model which we have available as a shelf item should 
further production of 7-round launchers be required. 

Mr. Ropack. 6D, not 6C. 

Mr. Lee Morean. Yes, we continued the development and have a 
6D shelf model. 

Mr. Ropack. When the Air Force came to you, exploring this item, 
and offered the universal suspension system, you were disinterested 
in the item because you had invested considerable sums in the 6C and 
you throught your design would prove out; wasn’t that the reason 
you were not interested in the MA-3 ? 

Mr. Ler Morcan. That was part of the reason. 

Mr. Eckuarr. Has the Aero—-6D been manufactured in production 
quantities by any manufacturer in the country ¢ 

Mr. Lee Morgan. No, sir. 

Mr. Ecxuarr. Could you explain your use of the word “shelf 
item” ? 

Mr. Lee Morean. The design has been established. We are in 
process of purchasing several models for testing and as a result of 
the testing, bring our drawings into shape, such that if we did have 
to go out and purchase more 7-round launchers we would have this 
available as a shelf item. 

Mr. Ecxuart. But actually that, too, is a development item as of 
today ? 

Mr. Lee Morgan. Yes, that has never been produced. 

Mr. Rosack. Mr. Morgan, did you consult the conference record 
I mentioned, and refresh your memory as to your observations about 
Shumaker ? 

Mr. Lee Morean. Yes, the statement made at that time, I don’t 
understand the statement that is in the record. I believe we were 
exploring all possibilities of it because of the troubles. And I was 
endeavoring to indicate that if there was a chance that the rocket 
was the cause of the trouble that we should consider the tests in that 
light. 

I consider Shumaker as a qualified source at this time. 

Mr. Rospack. Were you pursuing with Century a mutual endeavor 
to see what the trouble was with their production process ? 

Mr. Ler Moraan. Yes, we were exploring that. 

Mr. Ropacx. Did you ever have any evidence that they were not 
diligent in pursuit of the answer to their difficulties ? 

Mr. Lee Morean. I didn’t understand you. 

Mr. Rosack. Did you or do you have any reason to believe that 
Century Industries was not diligent in pursuit of the answers to its 
difficulties ? 

Mr. Lee Morean. No. 

Mr. Ropack. Do you have any evidence that the company did not 
at any time show good faith in dealing with the Navy ? 

Mr. Lee Morgan. No. 
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Mr. Rosack. Do you have any evidence that the company did not 
at any time show good faith in dealing with the Navy ? 

Mr. Lee Moraan. No. 

Mr. Ropack. Do you have any evidence that the company at any 
time ever failed to take any Navy suggestion, if any were made, to 
overcome the difficulties ? 

Mr. Lee Morgan. No. 

Mr. Rosack. Did you suggest at one time to the company that 
certain Government tests might be made of the plastic process which 
seemed to be an issue? 

Perhaps by the Bureau of Standards or other Government facili- 
ties, do you recall making that suggestion ? 

Mr. Ler Morean. Yes. 

Mr. Rosack. Did you ever follow up on the suggestion ? 

Mr. Lee Morean. The president of the company showed me the 
results of some laboratory tests, independent labenniory tests of the 
plastic thickness that was being deposited on the paper. 

Mr. Rosack. But you never instituted any tests, because he being 
a Navy lead contractor or agent in a sense, you never undertook to 
suggest any Government tests that might help solve the problems. 

Mr. Lee Morean. I suggested to him that he make checks of his 
production process, the thickness of the plastic on the tubing being 
one of the suggestions, the quality of the paper being another sugges- 
tion among others. 

Mr. Rorack. Did you ever convey to Mr. Powell the information 
that the company was trying to use, trying to cut corners, to save 
expenses by not dipping in accordance with the specifications? 

Mr. Lee Morean. No, sir; I don’t recall making any such state- 
ments. 

Mr. Rorsack. Did you ever say anything to Mr. Powell which would 
lead him to believe that the company showed less than good faith or 
diligent effort in trying to overcome its problems ? 

Mr. Lee Morean. I don’t believe so. They were endeavoring to 
solve their problems. 

Mr. Ropack. Have you refreshed your recollection as to your 
discussion with Mr. Powell concerning the Smiley ? 

Let’s put it this way. Mr. Poll recorded that neither you nor 
Mr. Campbell claimed to know much about the Smiley, but you ex- 
pressed an opinion that it was substantially the same as the Aero-6A. 
Did you convey that in substance ? 

Mr. Lee Morcan. I may have. I believe that is true. 

Mr. Rosack. It is quite possible that you did. 

Mr. Ler Morean. It is possible. 

Mr. Ropzack. Do you recall Commander Harvey’s testimony before 
the Armed Services Committee that the Navy never investigated the 
proprietary situation with regard to the MA-3? 

Mr. Ler Morcan. No; I don’t recall what Commander Harvey 
said. 

Mr. Rorack. Did the Navy ever investigate the proprietary situa- 
tion with regard to the MA-3 ? 

Mr. Lee Morean. I don’t have personal knowledge of that myself. 
I don’t know. 

Mr. Rosack. Did the Navy ever convey any written information 
to the Air Force regarding the patentability of the MA-3? 











540 AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 


Mr. Lez Morgan. I don’t know. 

Mr. Rosacx. Admiral Murphy, is there any way for us to find out 
whether the Navy ever conveyed any written information or any oral 
information to the Air Force concerning the patentability of the 
MA-3? 

Admiral Mureuy. We can undertake to try and find out if there 
has been any such communication. 

Mr. Rosack. The Air Force legal authority, in advising its buying 
officers with respect to the MA-3, predicated its advice on informa- 
tion that the Navy had procured in the Aero-6A essentially the back- 
ground and foreground rights to the MA-3. Now, is that just their 
judgment of what the Navy did or is that the Navy’s judgment of 
what it did? 

Admiral Mureny. I believe that must be the Air Force judgment, 
sir. 

Mr. Rosack. But that is based upon their reading of your contract, 
not on any information conveyed by the Navy ? 

Admiral Murpuy. I cannot say whether we have expressed an 
opinion on this to the Air Force. It is my understanding that we 
procured full patent and reproduction rights to the Aero—6A. 

Mr. Rosack. Mr. Morgan, can you account to the committee, or do 
you have any information that you can convey to the committee, as to 
the reasons why in the testing of launchers at Shumaker not all lots 
were drawn according to prescribed samples ? 

Mr. Lez Morean. Were not drawn for what ? 

Mr. Rosack. That samples were not drawn for all lots according 
to the specifications. 

Why would a number of lots have 1 sample drawn rather than 2, 
or have a retest on 2 rather than to pull 4 according to your prescribed 
procedure ? 

Mr. Lee Morean. I believe that all lots were sampled in accord- 
ance with the specifications. The inspector’s job is to do the 
sampling. 

Mr. Rosackx. Admiral Murphy, is there any reason why you 
couldn’t procure the 19 rounder for the Air Force? 

Admiral Murrny. Is there any reason why we could not? 

Mr. Ropack. Yes. 

Admiral Murruy. No reason why not. 

Mr. Rozackx. Are you aware of General Mechling’s recommenda- 
tion in the Air Force that the procurement be made that way ? 

Admiral Murpuy. The fact is the exact date I don’t remember, 
but I do remember a telephone call from General Mechling in which 
he had indicated that he might do this, but I am not aware that he 
actually has done so. 

Mr. Rosacx. Now, do you recall that when there was a second 
contract for Aero-6A after the 3 production contracts—and I believe 
it was awarded to Radiant—in that contract Century was the second 
low bidder, if I recall correctly, and its bid was some cents higher, 
something less than a dollar higher on the basis of the fact that it 
was paying in addition to its regular rental a 5 percent override to 
the Navy? Did you make a legal determination as to whether he 
was the low bidder or not? 

Admiral Murrny. The second contract to the Radiant Co. ? 

Mr. Rozack. That’s right. 
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Admiral Mureuy. Was advertised by the Navy Purchasing Office, 
Washington. 

Mr. Roszack. Right. 

Admiral Mureuy. And the Bureau of Aeronautics would not have 
had any part in the determinations. 

Mr. Rosack. Suppose you were considering who was the low bid- 
der, and suppose that one man was not the low bidder but the next 
low bidder—let’s put it this way: He was paying on a separate 
contract for a plant or facility a rent to the Navy and an additional 
5 percent be upon so many dollars of sales, referred to in this dis- 
cussion as a 5 percent override. As a legal determination, is he or 
is he not the low bidder? 

Admiral Murpuy. Mr. Tassin, could you talk to that? Of course 
the purpose of charging rent in the first place is to equalize—— 

Mr. Tasstn. That’s right. I don’t want to get involved in a com- 
plete discussion of all of the analyses that go forward. But we have 
two problems in competition to ascertain. The primary one being 
the lowest price. In evaluating the lowest price, we have to deter- 
mine also whether or not there is any unfair competitive advantage 
gained by one individual, such as in the case of Government-owned 
facilities. If one had Government-owned facilities and the other 
one had not, we would have to tack on some override of a sort to 
equalize the bids. 

Mr. Rozsacx. Why is that? When did that piece of information 
develop ? 

Mr. Tasstn. I am not speaking with regard to a particular deal. 
I am speaking now as a matter of policy, sir, or practice. 

Mr. Rinion. You mean that you would put an override on a regular 
rental as a matter of policy when somebody is renting from the 
Government ? 

Mr. Tasstn. If it is a subject of strict competition, yes, sir. We 
have to equalize those bids. 

Mr. Fascetz. That infers immediately to me that the rent is too 
low. You are going to equalize to make it competitive to that so you 
have a 5-percent override on sales to bring his rental up to compare 
to what the other man’s operation is, therefore the rent is too low. 
Is that illogical ? 

Mr. Tasstn. I was not aware of rent being present already. 

Mr. Fascexu. I understand that. Iam talking about a policy now 
which would put a 5-percent override on a man’s rental charge on a 
Government plant in order to equalize his bid with somebody else 
in order to make it competitive. This is not regulation. This is 
volicy. 

Mr. Tasstn. It is a matter of regulation in the Armed Services Pro- 
curement Regulations, sir, that a fair rental be charged 

Mr. Fascetx. I am talking about the 5-percent override. 

Mr. Hotirretp. Let me try to explain this situation. Century 
Industries rented a plant that was in the custody of the GSA and 
they paid a flat monthly rental on that to the GSA of approximately 
$2,400—this is from memory. 

Mr. Tasstn. Is that per month ? 

Mr. Houtrretp. Per month. The GSA also tacked onto the lease 
a very unusual provision which required the Century Industries to 
pay in addition to the monthly rental a 5-percent on their gross 
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product. This is the only lease of this kind that this committee ever 
ran across. 

Now, notwithstanding the fact that Century Industries was engaged 
100 percent in defense production, subsequent to that signing of that 
lease under protest on the part of Century Industries—by “under 
protest” I do not mean formal legal protest but they protested that 
this was a very unusual arrangement, to put a commercial type of 
5-percent override on top of their monthly rate, but nevertheless by 
signing it they obligated themselves to do it. 

Subsequent to that the Navy took over the property from the GSA 
and representatives of the Navy, noting this 5-percent override on 
the lease, took up the matter, the Los Angeles office took up the matter 
with the Navy to get this 5 percent of the gross product taken off the 
rental. 

Now this was never consummated. There came a time when bids 
were requested on a quantity of launchers, between 40,000 and 50,000 
launchers. 

The Century Industry made a bid of a certain amount and, antici- 
pating the Navy’s removal of the 5 percent override, they noted in 
their bid that this override was expected. 

The Radiant Co. made a bid of a certain amount and this certain 
amount was less than the Century Industries bid if the 5-percent 
override was added onto the Century bid. 

If the Century people had received a cancellation of this 5-percent 
override as had been promised them, they would have been the low 
bidder by 50 or 60 cents. They never received the cancellation of 
this 5-percent override on their product and therefore they were 
judged not to be the low bidder. 

As a result of this 5-percent override, and on the basis of not re- 
ceiving the cancellation by the Navy of this amount of money which 
would have been in addition to their monthly rental, they were 
adjudged to be the second from the bottom on the bid and therefore 
were denied the 50,000 contract which went to Radiant. 

Mr. Fascett. Mr. Chairman, you have explained it to my satis- 
faction. 

Mr. Ho.irtexp. I have explained a very peculiar situation which 
existed and actually resulted, because of this 5-percent override, in 
the Navy awarding a bid to a company, the net effect of which was 
that the Navy actually paid more than they would have paid had they 
allowed the cancellation of the 5-percent override. 

I think I have stated the situation. 

Mr. Fasceru. I am not at all familiar with the regulations, the 

olicies, or the requirements which would determine what is a low 
bid, but I want somebody from an accounting standpoint to explain 
something to me, when we have a little time. How you can sit down, 
if you are the judge of a competitive contract, and determine on a 
comparative and competitive basis by fixed charges on one in which 
you will be an ultimate purchaser, what is competitive to someone 
else who submitted a bid without knowing in advance everything 
that the other man is going to submit? 

How do you determine what is competitive, in other words, if this 
is an element of what is the lowest bid ? 

Mr. Rogack. I asked whether a legal determination had been made? 
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Mr. Fascexu. I understand that. I wanted to know how that is 
done. 

Mr. Ropack. One way that could be done is to get advice from the 
General Accounting Office. Was any advice ever solicited from the 
General Accounting Office? 

Admiral Murrny. In the particular case you have under discus- 
sion this was not our contract. I cannot tell you what happened. 

Mr. Rosack. That was a contract with another Navy bureau and 
that was not your particular interest? 

Admiral Mourruy. That’s correct. 

Mr. Rosack. Do you stand on your testimony, Mr. Tassin, that this 
override provision is common and, if you do, will you supply 5 or 6 
examples of override provisions on facilities contracts ? 

Mr. Tasstn. Sir, I can’t speak with respect to direct knowledge con- 
cerning this particular bid. 

Mr. Rosack. Do you want to withdraw your testimony that the 
override is common ? 

Mr. Tasstn. I won’t say it is common. It is not uncommon. Let’s 
put it that way. In that sometimes a plant, bare plant may be leased 
with certain maintenance obligations for Government work. The 
equipment in that may be just being maintained by the contractor, 
that this space arrangement which—I don’t know what the $2,400 
pertained to. 

Mr. Ropack. We ought not to speculate as to what is possible. Let’s 
have 5 or 6 examples provided of override provisions where there is 
a facility contract and all the business is done with the Government. 

Mr. Fascetu. I would like to ask a question of the GAO representa- 
tive. Am I incorrect in assuming that, in order to place a fixed charge 
like a 5-percent override to place one supplier in competition with the 
other suppliers, you would have to know from an accounting stand- 
point everything that everybody else who was bidding was going to 
do or could do? 

Mr. Hammonp. I think you would have to have considerable infor- 
mation to be able todo that. It is a little difficult offhand. 

Mr. Fascetu. In other words, say you have three possible contrac- 
tors. The third one you are going to apply a fixed factor to in order to 
make him competitive. In order to do that and assure yourself that 
you are going to do the right thing, you would have to know every- 
thing about contractors 1 and 2, would you not? 

Mr. Hammonp. You would have to know about the facilities they 
are furnishing. 

Mr. Fasceit. And how they operated and what the cost of opera- 
tion was? 

Mr. Hammonp. Yes. 

Mr. Ropackx. And what payments they were making to the Gov- 
ernment on another contract. 

Mr. Fasceiti. Admiral Murphy left me with an inference in answer- 
ing a question that I certainly hope doesn’t stay there too long. It 
deals basically with what are the requirements in determining whether 
or not a man or a company or an association is responsible to the extent 
that the Government will do business with him in the first instance, 
and that the Government will continue to do business with him in the 
second instance. When I asked that question, you said you must re- 
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member that this was a fixed-price contract and, No. 2, that the con- 
tractor delivered. 

Admiral Murrey. I’m sorry, sir; taking the first item, which is 
what does a man have to do—— 

Mr. Fascetu. This is fixed by regulation ? 

Admiral Murrnuy. To be eligible to do business with the Govern- 
ment. 

Mr. Fasce.u. This is fixed by regulation. 

Admiral Murry. There is a matter of judgment, sir, in this. 

Mr. Fascetn, There is in everything. Is there regulation on this 
point, or is there not ? 

Admiral Murrny. I have to answer this one in that any man can 
ask for consideration to do business with the Government. 

Mr. Fasceuu. Right. 

Admiral Murruy. To protect the Government, if we do not know 
from past experience or from other sources of information what his 
facility looks like, what his financial status is, we will conduct what is 
called a preaward survey. 

Mr. Fasceti. What you are telling me is this is basically business 
judgment in the first instance. 

Admiral Murruy. The degree to which a man must have capital, 
for instance, there is an element of judgment in this. Now, frankly, 
I think we try to give the man who is trying to seek a contract with 
the Government the benefit of the doubt in the gray area of judgment 
here. The second part of your question was when a man or a group 
of individuals 

Mr. Fasceti. After you have had experience with him. 

Admiral Mureuy. After we have had experience, does not perform, 
or perhaps an element of fraud seems to get into the picture, then 
what happens to keep us from doing business with him again, to 
remove him from eligibility. My answer to that one is that the Secre- 
tary of the Navy can so determine. 

Mr. Fasceii, I understand that. Let’s take a hypothetical case. 
You have a contract in which the price is fixed. You have a contract 
in which complete deliveries have been made. 

Admiral Murpuy. Yes, sir. 

Mr. Fasce.z. Let’s eliminate fraud from the picture altogether. 
Let’s take this contract as now renegotiated. Renegotiation shows 
that there should be some money returned to the Government. I can 
think of four instances immediately which would have some qualifica- 
tion upon whether or not I would want to ever do business with that 
contractor again. No.1: Did he pay immediately? No. 2: Did he 
pay, or was it real hard, like pulling teeth? No. 3: Did he pay at all? 
No. 4: Did he engage in practices in business which I wouldn’t engage 
in? And, No. 5: was he guilty of income-tax evasion? If any of 
those things showed up, I wouldn’t have any hesitation at all in mak- 
ingupmy mind. Iam sure that you wouldn’t either, Admiral; right? 

Admiral Murpuy. That’s right. 

Mr. Fascety, I just wanted to be sure we were in agreement. 

Mr. Ropack._We were going to explore this in another hearing. 

Mr, Fascetx. I wanted to make the record clear that this is a hypo- 
thetical discussion. 

Mr. Hottrterp. On last Thursday, March 28, on page 632 of the 
transcript I had a colloquy with Mr. Morgan in which I asked for 
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information regarding the sequence of tests and subsequent firings. 
And I directed that question to any number of the 150 preproduction 
Jaunchers which have been delivered under the contract, or such proper 
portion as had been delivered. Do you have any information since 
then on the manner in which these 19-round, preproduction samples 
were tested ? 

Mr. Ler Morean. In response to an inquiry I sent to the naval ord- 
nance test station, I mentioned I received a dispatch this morning 
which indicated the following points, and this is to be followed with 
a more complete and comprehensive report. Salt spray tests were 
halted after the Aero—X-7D development due to success of seal making 
test inapplicable. So, in direct response, we have not conducted firing 
tests immediately following the moisture test on the 150 preproduction 
samples. It is considered unnecessary in the light of the test results 
that we have. The cost of testing the launchers 

Mr. Houtrtetp. Before we go to the cost, were any of these launchers 
fired after the vibration test ? 

Mr. Ler Morcan. He did not include in his report—I said it was not 
complete. He did not mention vibration. He only mentioned salt 
spray. 

Mr. Hotirretp. My interest—my question was to find out whether 
the various tests were given to various lots of launchers in sequence or 
separately, and whether the firing of those launchers which were fired 
were launchers which had to be subjected to the salt-spray and vibra- 
tion tests and such other rough-handling tests as you may have had 
prior to the firing, or whether they were launchers which were fired, 
given a firing test without having the so-called environmental or vi- 
bration or rough-handling tests. When you do get your information 
from the testing people, and if it is not complete to give me that infor- 
mation, will you question them further and get that information? 

Mr. Lee Morean. We have fired the Be-Ge Co. launchers after 
rough handling, I can state that definitely. The launchers that were 
fired at Shumaker, the vibration tests that we attempt to duplicate 
in the laboratory is being shipped from California to the loading 
depot. Sothey have been vibrated in that respect. 

Mr. Horirretp. Are you telling the committee that the shipment of 
launchers from California to Shumaker is considered a rough-han- 
dling test ? 

Mr. Lee Morean. It is considered a shipment test which is a part 
of our specification requirement, yes. 

Mr. Howirtevp. Yes, it is a shipment test. But it is not the test 
which is given in the laboratory where a regular vibration machine 
is used to vibrate the launcher to a certain intensity of vibration, nor 
is it the test that is given in the laboratory of dropping the launchers 
from a certain height, and it is these types of tests that I am asking 
about. 

Mr. Ler Morcan. You are correct. 

Mr. Hotirretp. Your mention of the transportation test, that is not 
included in the regular tests that you require of these launchers, in 
the laboratory ? 

Mr. Ler Morcan. Yes, we have a test in the laboratory which is 
based upon the treatment that a piece of equipment receives when it 
is shipped by freight or truck. We have a test wherein we try to 
duplicate that. 
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Mr. Houirretp. What is that test and has that been required of these 
launchers ? 

Mr. Lez Morean. Yes, sir; the launcher in configuration A, which 
is in the shipping container, shall be vibrated in accordance with para- 
graph 4.3.4 of specification mill P7936. 

Mr. Houtrterp. That is a laboratory vibration ? 

Mr. Lez Morean. Yes. 

Mr. Houtrrevp. And it is in its shipping package ? 

Mr. Lez Morgan. Yes. 

Mr. Houirtexp. It is not a special separate vibration of the launcher ? 

Mr. Lez Morean. It is a vibration of the launcher in its shipping 
container configuration. 

Mr. Howtrretp. What do you mean by the word “configuration” ? 
Will you explain that to me? 

Mr. Lee Morean. There is a flight configuration and shipping con- 
figuration. There is a shipping configuration. There are shock ab- 
sorbers installed and they are designed to prevent damage to the 
equipment. 

Mr. Hotartevp. I have seen rocket launchers that were attached to 
these vibration machines and they were not in shipping containers 
unless you consider the circular conformation of the launcher itself 
as a shipping container. 

They were not in pallets or anything like that. 

Mr. Ler Morean. No; we put this launcher in its shipping container 
configuration on a vibration table and apply an excitation with the 
laboratory-type equipment, and we attempt in this test to duplicate 
the type of treatment that this launcher will receive in transit under 
commercial transportation. 

It isa high amplitude low-frequency vibration. 

Mr. Houtrtexp. I think I have stated what I want before, clearly 
enough, and that is that I want to know if these launchers that have 
been fired in which you have put the satisfactory mark, I wanted to 
know if they had received all of these tests prior to the firing or only 
part of it? And your testing sheets undoubtedly will show that. 

Mr. Lee Morcan. We will supply a complete report. 

Mr. Rozacx. Mr. Morgan, did you have some information on costs 
that you wanted to give the chair? Did you start to give some infor- 
mation on costs to the chairman ? 

Mr. Lee Morean. The chairman had requested information relative 
to costs, the learning samples as we described them. The information 
from the test station this morning indicates a range time of $750 for 
these tests. 

Mr. Rosack. That would be the total Government expense involved 
in the testing of the learner samples. 

Mr. Ler Morean. That’s right; it does not include the cost of the 
rockets. 

Mr. Hotirretp. Do you know how many rockets were used ? 

Mr. Lee Moraan. Nineteen per launcher; I believe they fired all 
12 of the learning samples although it is possible that some of those 
were used only in rough handling tests. We will determine the exact 
number of rockets. 

Mr. Hottrtecp. It would be about 228. If you fired 12, are you 
telling us you fired 12 of the 150 learning samples ? 





ul 


ee 


—— 





AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 547 


Admiral Murrny. Mr. Chairman, you remember that we identified 
these as the pre-preproduction samples the other day. The launchers 
we are talking waa now are those that Be-Ge supplied in advance of 
the 150. 

Mr. Hortrrep. In other words the testing was on the 12 pre-prepro- 
duction samples which were handmade. 

Mr. Lee Morean. No, sir. They were the first off production 
tooling. 

Mr. Hotrrrenp. ‘They were 150 production. 

Mr. Ler Morean. They were over and above those 150, yes, sir, 

Mr. Horirreip. Have any of the 150 been tested ¢ 

Mr. Ler Moraan. Yes, sir. 

Mr. Hotirtetp. These were over and above the 150? 

Mr. Lee Morean. Yes, sir. 

Mr. Hottrtetp. So some of the 150 were tested also ? 

Mr. Ler Morean. Yes. 

Mr. Hotirrecp. In my information that I requested I don’t want 
a technicality to obscure the result. Regardless of how you classify 
these launchers, whether they were preproduction, or preproduction or 


production, I want to know what these tests were before they were 
fired. 


Mr. Lee Morcan. Yes, sir. 

Mr. Hottrretp. And have them subdivided into the groups that 
you wish to classify them into. 

Mr. Rosack. Will you verify for the committee whether Cincin- 
nati Industrial Finishing contract lots 19, 35, 36, 37, and 38 had only 
one sample launcher tested? Also indicate if there were any retests. 
I am referring to Shumaker testing. 

Mr. Ler Morcan. Would you repeat those lot numbers ? 

Mr. Ropack. 19,35, 36,37, and 38. 

Mr. Lee Morcan. And the question is how many of these lots were 
tested ¢ 

Mr. Rosackx. Will you establish what it is, whether it is a fact or 
not that only one sample launcher was tested in each of those lots? 

You testified previously, Mr. Morgan, that you never recalled mak- 
ing any verbal or written proposal, I believe to Century regarding the 
MA-3. Do you recall discussing with Mr. Babbitt and others in 
Washington in March of 1954, the question of the Navy’s interest 
in the MA 

Mr. Lee Morean. Mr. Babbitt visited the Bureau and showed us 
a sumple of the MA-3 and certainly I recall discussions of its poten- 
tial use by the Navy. 

Mr. Rosack. Did you tell him at a meeting about a year subse- 
quently, that is in March 1955, something to “this effect, “I said I 
would purchase a quantity of them, test them and if it worked then 
we would consider production but I wouldn’t buy any of them unless 
I had all the rights to the equipment.” 

Mr. Lee Morean. I don’t recall the comment under those condi- 
tions. If we had proprietary rights or obtained rights for adver- 
tised procurement we would ¢ onsider that launcher. 

Mr. Rospackx. Admiral Murphy, will you submit to the committee 
a comparative analysis of your testing, your sampling and testing 
procedures on all your production contracts indicating wherein defi- 
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ciencies were found or the reasons—put it this way—and the reasons 
for changing your sampling procedures if they are changed from one 
contract to another / 

Admiral Mureny. The Bureau will so supply. 

Mr. Ecxuart. Mr. Chairman, there is one point that I believe has 
been left in the air. In connection with the one and a half page 
memorandum, the day following the discussion of this memorandum 
with Mr. Campbell and Mr. Morgan, Admiral Murphy made a state- 
ment to the committee in which he attempted to explain the cireum- 
stances under which this document was prepared as related to him 
by Mr. Morgan and Mr. Campbell. 

Mr. Morgan subsequently qualified some of his testimony. How- 
ever Mr. Campbell merely stated and I am quoting, “I wish to agree 
with Admiral Murphy’s statement today.” First of all, Mr. Camp- 
bell, I would like to ask you whether or not you will accept as fact 
the statement that Admiral Murphy read into the record as your 
statement before this committee. 

Mr. Campse.u. Yes, sir. 

Mr. Ecxuarr. Will you explain what participation if any you 
provided in connection with the writing of this particular memo- 
randum ¢ 

Mr. Campsetu. Nothing. 

Mr. Ecxuarr. Mr. Morgan, can you explain exactly how this 
memorandum got to be in the present form, to the best of your recol- 
lection ? 

Mr. Lee Morean. It was in the original rough draft that I pre- 
pared or that we prepared for the presentation by the principal Navy 
witness and was in several subsequent, rough drafts and was taken 
out of one of the rough drafts when we were compressing this 
statement. 

Mr. Ecxuarr. Can you identify the other persons that you are in- 
cluding when you use the pronoun “we” ? 

Mr. Ler Morcan. Commander Tavernetti. 

Mr. Ecxuarr. Did Commander Tavernetti prepare this document 
in consultation with you? 

Mr. Lee Morean. No. 

Mr. Ecxuarrt. Did you prepare this document without ‘consulting 
with Commander Tavernetti ? 

Mr. Lee Morean. Yes. 

Mr. Rosack. Did Commander Tavernetti prepare a handwritten 
draft of this statement ? 

Mr. Lee Moraan. No. 

Pardon me. His portion of it was prepared in handwriting, yes; 
we split the work up of preparing a statement for the opening state- 
ment of the principal witness. 

Mr. Ropzack. To the extent that this was supposed to record a 
conference with Mr. Powell, Commander Tavernetti testified he 
didn’t have any conference with Mr. Powell. He might have met the 
individual. Why would he be recording by hand part of a confer- 
ence with Mr. Powell? 

Mr. Lee Morean. I’m sorry you misunderstood what I was trying 
to convey. 

Commander Tavernetti’s participation was limited to the prepara- 
tion of a portion of the address or the statement made by the Navy 
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principal witness the other day. He had nothing to do with the 
preparation of this particular part of it. 

Mr. Ecxuarr. Do you remember how many drafts either preceded 
this or followed this document ? 

Mr. Lee Morean. No, I don’t know the exact number. There 
were several. 

Mr. Ecxnart. Each subsequent draft modified in some respects the 
previous one? 

Mr Lee Moraan. Yes. 

Mr. Ecxuart. Can you recall when this draft that we have here 
was prepared ? 

Mr. Lee Morcan. To the best of my recollection it was prepared a 
number of weeks ago, I don’t remember exactly when. 

Mr. Ecxuarr. Have you checked your files to determine whether 
any of the preceding pages to page 8 or subsequent to page 8 are in 
your files? 

Mr. Lee Morean. I have no drafts in my possession. 

Mr. Rosack. Is your testimony now, whatever you have testified to 
before, that this paper from which Mr. Campbell read did not purport 
to be the minutes or the notes or the record of a conference with Mr. 
Powell ? 

Mi. Lee Morean. It did contain, it reflects the substance of the 
meeting with Mr. Powell; yes. 

Mr. Rozack. Based upon a prepar: ation within the past few months, 
having been prepared within the past few months? 

Mr. Lee Morcan. No: the basis for the preparation was approxi- 
mately the time of Mr. Powell’s visit. The first time that we wrote 
it up in typing was well over a month ago for the first draft as I 
explained. 

Mr. Rosack. Do you keep personal files of your transactions involv- 
ing contracts, companies, individuals, and other services? 

Mr. Lee Morcan. We have convenience files which have been turned 
over to you. 

Mr. Rowack. Do you have any personal files? You made no record 
like Mr. Powell did. Mr. Powell thought his information would be 
useful to somebody for some reason or other. 

Mr. Ler Morean. No; it was put into the file as we stated previously 
more to indicate there had been a conference on that date with a 
representative of the Air Force. 

Mr. Rozack. You didn’t put that in the file that was supplied to 
this committee, did you? 

Mr. Lee Morean. It was originally in there in pencil form, just a 
few brief notes indicating that Mr. Powell had come to the Bureau. 

Mr. Ropack. You mean you withheld those penciled notes before 
the file was submitted to the committee. Is that what you are testi- 
fying? 

Mr. Ler Morcan. No; on the basis of the penciled notes, well over a 
month ago and before this saaunauiae asked for these files, that infor- 
mation was put into typewritten form. 

Mr. Ropack. But you said the pencil notes were made following a 
conference with Mr. Pow ell in November 1954? 

Mr. Ler MorGan. That’s correct. 

Mr. Ropack. So that they have been in the files for several years? 

Mr. Ler Morcan. That’s correct, the penciled notes, that’s correct. 
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Mr. Rosacx. But when we got the files from you there were no 
notes in them? 

Mr. Lee Morcan. That’s correct. 

Mr. Rosacx. So you obviously extracted the notes before you gave 
us the files ? 

Mr. Ler Morcan, They were used well over a month ago and before 
you asked for the files so it was not a deliberate extraction. 

Mr. Rosack. Did you extract any other information from the files 
before we got them ? 

Mr. Ler Morean. No, sir. 

Mr. Rozsack. What is the policy of the Navy as to requiring trip 
reports, Admiral Murphy, when people go out to visit a plant? Is 
there a policy concerning trip reports? 

Admiral Murpny. There is no firm requirement that an individual 
has to submit a trip report for file; no, sir. 

Mr. Rosack. Is there a concern on the part of the Navy that any 
given individual might accumulate in his personal handwritten files 
and in his head a monopoly of information which, if he for some 
reason were withdrawn from the Navy, the Navy would be consider- 
ably handicapped ? 

Admiral Murpny. It is expected that on a trip or a report of con- 
ference or even a telephone call, that where action is indicated by the 
Bureau of Aeronautics that the individual would reduce this to a 
memorandum for the general files. This is our effort to cover the point 
that you are worried about. 

Mr. Hourrrerp. Admiral Murphy, we want to thank you for your 
attendance. We want to hold this record open for any written in- 
quiry which we might wish to make on the testimony given or on other 
pertinent material and also for the receipt of the different material 
which the committee has asked for. 

Admiral Murpny. Yes, sir. 

Mr. Houtrrevp. At this me the subcommittee will stand adjourned. 

(Whereupon, at 1:05 p. m. the subcommittee was adjourned.) 

(The following inform: ition was furnished subsequent to the hear- 
ings:) 

DEPARTMENT OF THE NAVY, 
OFFICE OF THE SECRETARY, 
Washington, D.C. May 16, 1957. 
Hon. CHET HO-iFrerp, 


Chairman, Military Operations Subcommittee, 
Committee on Government Operations, 
Washington 25, D.C. 


My Dear Mr. CHAIRMAN: In response to a subcommittee request for data dur- 
ing the hearings held on the procurement of Navy rocket launchers on March 28, 
29, and April 1, 1957, the enclosed information is forwarded for inclusion in 
the record. It is hoped that this information is satisfactory, and if you require 
any further data please do not hesitate to contact this office. 

Sincerely yours, 
E. C. STEPHEN, 
Rear Admiral, USN, Chief of Legislativ e Liaison. 


The following supplementary data were requested during the course of hear- 
ings held by Subcommittee on Military Operations of the Committee on Govern- 
— Operations on Air Force and Navy rocket launcher procurement, March 
28 and 29 and April 1, 1957: 

Question 1. Give a statement concerning meaning of contract clauses concern- 
ing preproduction samples, default, and patent indemnity. 

Answer. The contract provides that within 6 weeks after receipt of the last of 
the 150 preproduction samples the Government will notify the contractor whether 
or not the samples are approved. The preproduction samples clause provides for 
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extension of the delivery schedule only if the Government fails to notify the 
contractor, within such 6 weeks’ period, whether or not the samples are ap- 
proved. 

Paragraph (f) of the clause “Preproduction samples” preserves (1) the de- 
livery schedule as set forth in the contract, and (2) the rights of the Govern- 
ment under the default clause if approval is not forthcoming because of the fault 
of the contractor. The sentence in paragraph (a) of the same clause which 
reads “production of the items to be furnished under the contract shall not com- 
mence until such samples have been approved by the Government” means that 
in the event of changes or a termination prior to approval, the Government will 
not be liable for production or change costs with respect to any launchers in 
excess of the 150 preproduction samples. 

If the contractor fails to deliver, at the time specified in the contract, 150 
preproduction samples which meet all the specifications, the contractor is in 
default. The Government’s rights under the default clause and other clauses of 
the contract come into being. The failure of the Government to exercise its right 
at that time to terminate for default and its decision to permit the contractor 
to proceed under the contract do not necessarily constitute a waiver of the Gov- 
ernment’s right to sue the contractor for damages occasioned by the initial 
breach of the contract by the contractor. 

With respect to the patent indemnity clause which appears in the contract, I 
would like to quote from paragraph 9-103 of the Armed Services Procurement 
Regulation, pertinent parts of which are as follows: 


“PATENT INDEMNIFICATION OF GOVERNMENT BY CONTRACTOR 


“In order that the Government may be reimbursed for liability for patent in- 
fringement arising out of, or resulting from the performance of construction 
contracts or contracts for supplies which normally are or have been sold or 
offered for sale by any supplier to the public in the commercial open market, 
or which are the same as such supplies with a relatively minor modification 
thereof, clauses providing for indemnification of the Government are to be in- 
cluded in such contracts in accordance with the instructions preceding the 
clauses set forth below. A patent indemnity clause shall not be used in con- 
tracts under the following circumstances: 

“(a) Where the contract is for supplies which clearly are not or have not been 
sold or offered for sale to the public in the commercial open market. However, 
even in the foregoing instance, a patent indemnity clause may be included where 
(1) in the case of contracts to be awarded by formal advertising it is desired to 
obtain an indemnity as to components and spare parts so sold or offered for 
sale, in which case the clause in ASPR 9—-108.2 may be used ;” 

The patent indemnity clause which is used in the contract is that clause 
which appears in ASPR 9-103.2. 

The Be Ge contract is the only rocket-launcher contract that contains the 
preproduction sample clause. The default and patent indemnity clause are in 
all such contracts. 

Question 2. Furnish date development of 19 round launcher was first under- 
taken. 

Answer. April 29, 1952. 

Question 3. Have the launchers that were subjected to firing tests previously 
been subjected to vibration and humidity tests? 

Firing tests of individual launchers subsequent to both vibration and humid- 
ity tests of the same launchers, were undertaken during the 3 year development 
of the Aero X7B and X7D launchers. However, since the recent hearings special 
tiring tests have been performed at Patuxent on launchers that had previously 
been subjected to environmental tests. 

Tests currently being given are reflected in attached report of Dayton T. 
Brown, Inc., dated April 3, 1957, and in the following data: 


TESTS BE GE LEARNING SAMPLE LAUNCHERS 


(a) 12 learning samples tested. 

(b) Tests performed at Government expense for $750 range time. 

(c) 190 2.75 rockets used at unit cost of $35. 

(@) Above procedure followed in past with other contractors. Naval Ordnance 
Test Station tested 10 MA-3 Century Industries launchers at cost of $500 range 
time and expended 70 2.75 rockets. 
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(e) Learning samples subjected to all tests in MIL—R-19168 except aircraft 
vibration, and then fired. Report of these tests is in NOTS letter 40135 ser 
6679 of December 7,1956, a copy of which has been provided to the subcommittee. 


TESTS BE GE PREPRODUCTION SAMPLE LAUNCHERS 


(a) 20 samples tested by NOTS passed vibration test MIL—R-19168 and fired 
successfully. 

(b) 30 samples fired at NAD, Shumaker, Ark. 

(c) 4 samples flown on F4D and A4D to maximum performance capability 
of these aircraft. 

(d) Ten samples tested D. T. Brown laboratory per MIL—R-19168 except for 
firing tests. The excellent results of these tests and the condition of the 
launchers made firing tests unnecessary in the opinion of NOTS and BUAER. 
Past experience at NOTS during the development program leading to the aero 
7D launcher indicated the effectiveness of the seal precluded any tube damage 
due to moisture or salt spray. However, as previously stated, in view of the 
concern expressed by the chairman during the recent open hearings relative to 
the matter, it was decided to conduct a special test firing which demonstrated 
that the performance capability of this equipment exceeds specification require- 
ments. Two launchers, which had previously been subjected to environmental 
tests of MIL—R-19168 were delivered to NATC, Patuxent River, Md., on April 
8, 1957. These launchers had been left in the open, exposed to the elements, 
since completion of the D. T. Brown laboratory tests approximately 21% months 
ago. Even after this extreme exposure the condition of the launcers appeared 
excellent. The launchers were mounted on the firing stand at NATC and loaded 
with rockets during a driving rainstorm and fired. All rockets fired suecessfully 
without a single instance of tube rupture. The launchers appeared perfect 
structurally and could have been fired again in the opinion of BUAER and NATC 
personnel. (Dayton T. Brown test report April 3, 1957, attached.) 


TESTS BE-GE PRODUCTION LAUNCHERS 


(a) Fight launchers used in firepower demonstration at NOTS March 29, 1957. 

(b) Forty-four launchers used in gunnery meet at NAAS, El Centro, Calif., 
during the week of April 1, 1957. 

(c) One rocket on one launcher only, failed to fire. 

(d@) None reused. 

(e) No blowups. 

(f) Fairings remained intact prior to firing. 

Question 4. What is current Be Ge monthly delivery schedule? 

Answer: The contract, as amended, calls for delivery of rocket launchers in 
accordance with the following schedule: 


Oeemeiir Joe Ja Se ERED BEI ORS Et TSAI GES kD 7150 
December and January______.._______-___- ce ea ee ete 1, 000 
he Re aE a ee EO ssa savas an slike alban evel an Sites ean bas mie etaeeee onion 3, 000 
See A Ske wn ae, Fe aE at ieee encom in __. §, 000 
DNS aes Ae eg i ag aE 6, 000 
eee eee SO, Me de Bore ae 4 ek STILE Tey 8, 000 
ees sis 6 es Se Bee ae Se ene eet sact ee, Sra ene eee eae 8, 000 
i sci ow a a ca alan as ES SPE Se LS PEABO 2 Se 8, 000 
PN io 68 se Ae ese 3c A eae oe Se * 5, 000 
DON ec ed a oe tee eae ee 113 


* Preproduction samples. 


Question 5. What data may be contained in BUAER files pertaining to rela- 
tionship between Spra-Con and Cincinnati Industrial Finishing Co. 

Answer. There is no information in the files of this Bureau concerning any 
relationship between Spra-Con and Cincinnati Industrial Finishng Co., other 
than that contained in the files already in the subcommittee’s possession. 

Question 6. Did lots 12, 13, 14, 18, 19, 20, 22, and 24, Spra-Con Co. require 
retesting ? 

Answer. Lot 20 was resampled, the other lots were not. MIL—R-8613 specifies 
that the detent release loads should be within the range of 160-320 pounds. 
Waivers to this specification requirement were granted to all three aero 6A 
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contractors because the design of the equipment is such that it is virtually im- 
possible to expect that all detents of all launchers will meet this requirement. 
The Bureau attempted to determine whether a trend of low or high detent pulls 
was developing, and warn the contractor to take action to halt such a trend. 
For example: 

Spra-Con.—The Bureau ordered a 10 percent check of all launchers in lot 20 
after a trend toward low detent pulls was noted. 

Radiant.—The same check was ordered for lot 38. 

Century.—The same check was ordered for lot 64. 

Question 7. Did lots 4, 7, 8, 9, 10, 16, 18, 20, 21, 22, 23, 24, 25, and 26, have 
improperly located jack plugs? 

Answer. Spra-Con lots 4, 7, 8, 9, 10, 16, 18, 20-26, had mislocated jack plugs as 
noted by NAD Shumaker. This was not a launcher defect. The jack plug is 
attached to the end of the ignition cable from the intervalometer. The cable is 
rolled up on the aft end of the bulkhead prior to installation of the shipping pan 
assemblies. In the case of the above lots, the jack plug fell in one of the launcher 
tubes. If a rocket had been installed in the tube, it would have fractured the 
jack plug. NAD Shumaker personnel repositioned the jack plug before the 
rockets Were installed in the launcher. 

Question 8. Why were there so many firings of lots 1, 4, and 5? 

Answer. Additional firing tests of launchers from Spra-Con lots 1, 4, and 5, 
were ordered because firing tests at NAD Shumaker indicated that the launch- 
ers were not firing all the rockets. BuAer considered this disqualifying and 
ordered additional samples to the fired. Examination of the intervalometers re- 
vealed that the failure was due to fracture of the intervalometer caused by 
material ejected by the rocket during firing (metal picture frame on igniter, 
nozzle seals, wiring, etc.) striking the intervalometer and breaking the firing 
circuit. It was apparent that a guard was required to protect the relatively 
fragile intervalometer. Three types were tested at NATC Patuxent River under 
project PTR AR 45708. One type was tested for Century Industries by NOTS, 
Inyokern. Tests were successful and the Bureau adopted one of the types 
recommended by NATC ond backfited ail Aero 6A launchers in the field. BuAer 
did not subsequently reject launchers of any of the three contractors tested 
at NAD Shumaker for failure to fire all rockets. For example, waivers were 
granted for the following launchers which had rockets remaining after the 
firing test: 

Spra-Con : Lot 11. 
Radiant: Lot 15. 
Century : Lot 18. 

Question 9. Was only 1 sample tested from each of lots 19, 35, 36, 37, and 38 
of Spra-Con Co.? 

Answer. No. The NAD Shumaker message reports of the results of firing tests 
of lots 35-38 indicate 2 launchers were tested and that 1 launcher from each lot 
suffered ruptured tubes. Brown & Mole tests of these lots indicate 2 launch- 
ers from each lot were tested satisfactorily. 

In the case of lot 19, production lot samples were selected and shipped by 
the cognizant inspector to Brown & Mole laboratory. After tests at the labora- 
tory, the samples were shipped to NAD Shumaker for firing tests. The hanger 
lug of one sample broke in laboratory test. The other sample was satisfactory 
and was shipped to NAD Shumaker. 

A replacement sample was ordered shipped to the laboratory per BuAer 
message 12161’s March 1954. This launcher passed test, per Brown & Mole letter 
of March 29, 1954, and was shipped to NAD Shumaker. NAD Shumaker mes- 
sage, 071525 May 1954, indicates only 1 sample of lot 19 was tested. It is 
believed that the second sample was subsequently fired at NAD Shumaker but 
posslby reported as belonging in another production lot. 


Question 10. Comparison of specifications used in procurement of 2.75 inch 
rocket launchers. 
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Answer. Specifications used in procurement of 2.75 inch rocket launchers 


1&3-C (Aero 6A) MIL-—R-8613 (Aero 6A) | MIL-R-8613 plus adden- | MIL-R-19168 (Aero 7D) 
dum (Aero 6A) 
| 


Sampling: 1 per 1,000. __ 2 per 500 ; --| 4 per 500 s-~cueeeet) Por MEL Std, 106.. Lot 
| size ranging from 301- 
500 launchers, 7 sam- 
ples wouid be selected 
| and tested. 
Testing requirements: : 
Rough handling, | Rongh handling, static | Rough handling, statie | Rough handling, mois- 





static loading. igni- loading, ignition sys- | loading, ignition sys- ture penetration, high 
tion system, hanger tem, detent projec- tem, detent projec- and low temperature, 
lugs, firing. tion, suspension tion, suspension salt spray, static load- 
hangers, firing. hangers, firing. ing, vibration, firing, 
j flight. 
Contracts: | | 
N Oas 54-145-f ..._.| Noas 54-145-f[ Amend. | N600s-a-37811____.....-- N600(A)42125 
#1. 
N Oas 54-146-f__ ...| NOas 54-146-f Amend, !__._-- Utes ceca 
#1 
N Oas 54-147-f.........| NOas 54-147-f Amend, |-.-.-.--..-.-.--.--.22--. 
#1. 








Note.—Sampling requirements were increased to provide tighter control over the quality of the manu- 
facturer’s product. 

Testing requirements were increased to insure that safe, serviceable launchers were being delivered io the 
service, compatible with new, higher performance aircraft. 


Question 11. Cite several examples of override provisions in facilities con- 
tracts. 

Answer. The particular lease involved in the case of Century Industries, Inc., 
was entered into by the General Service Administration in 1948 or 1949 with 
Century Engineers, Inc., and transferred to Century Industries, Ine., in 1953. 
Accordingly, the reasoning and the background surrounding the terms of this 
particular lease are matters which more appropriately should be discussed with 
the General Services Administration. 

Leases of this basic type have been entered into by the Department of the 
Navy. Examples of some of these are as follows: 

(1) Lease No. NOa-5682 between the Department of the Navy, Bureau of 
Aeronautics, and the Grumman Aircraft Engineering Corp., Naval Industrial 
Reserve Aircraft Plant, Calverton, Long Island, N. Y. For real property only, 
Grumman pays annual cash rental of $250,000, plus $0.22 per man-hour in excess 
of a specified number. 

(2) Lease No. NOy(R)-60218 between the Department of the Navy, Bureau 
of Yards and Docks, and the McDonnell Aircraft Corp., Naval Industrial Re- 
serve Aircraft Plant, St. Louis, Mo. For real property only, MAC pays 50 
percent of “gross payroll” in certain described buildings. 

(3) Lease No. NOy(R)-60777 between the Department of the Navy, Bureau 
of Yards and Docks, and the Ford Motor Co., Naval Industrial Reserve Aircraft 
Plant, Romulus, Mich. Ford is obligated to maintain the entire plant and all 
equipment in return for a right to use a specified portion at no cash rent. 
For use beyond the specified minimum Ford pays cash rental of 27.083 cents per 
square foot per month for office space and 8.333 cents per square foot per month 
for plant space. For use of tools and other equipment Ford is obligated to 
pay in either maintenance or cash rent 1 percent per month on acquisition cost of 
tools or other equipment. 

(4) Lease No. NOa-5065 between the Department of the Navy, Bureau of 
Aeronautics, and the North American Aviation, Inc., Naval Industrial Plant, 
Columbus, Ohio. This lease covers both real and personal property. No rent 
is paid for Government work. NAA pays 2 percent of commercial sales with a 
$5,000 minimum rent per calendar quarter. 


Dayton T. Brown, INc., 
Copiague, N. Y., April 3, 1957. 
Via: Assistant Inspector of Naval Material, Care of Sperry Gyroscope Co., Great 
Neck, Long Island, N. Y. 
Subject : Aero 7D rocket launcher package, comments on salt spray and moisture 
penetration tests. 
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Reference: (a) Aero 7D rocket launcher package, preliminary report on Dayton 
T. Brown, Inc., test report No. 1017 dated January 23, 1957. 

Enclosure: (1) Photographs of Aero 7D launcher after salt spray test and mois- 
ture penetration test. 


CHIEF OF THE BUREAU OF AERONAUTICS, 
Department of the Navy, Washington, D. C. 
(Attention: AV-3445.) 

GENTLEMEN : Enclosed are photographs of an Aero 7D rocket launcher package 
which has been subjected to both the salt spray and the humidity tests of the 
test specification MIL—R-19168 (AER) which applies to these launchers. 

The humidity test consists of exposing the launcher (after a conditioning 
period of 24 hours) to 64 hours of 100° F. at 95 percent relative humidity. 
Sealed in the launcher (see photograph No. 1) are bags of dehydrated dessicant 
carefully weighed. At the conclusion of this test there was no visible evidence 
of moisture of any kind. What small amount was absorbed by the dessicant 
was the equivalent of 3.4 grams or approximately one-third teaspoon of water. 

Two launchers with defective rubber gaskets were exposed to the above test. 
Again there was no visible indication of moisture. The dessicant bags absorbed 
8.3 grams or approximately three-fourths teaspoon water. 

Allowable by specification is approximately five-eighths teaspoon. 

The salt spray test consists of exposing the launcher to 50 hours of 96° F. 
in a chamber with salt atmosphere being atomized over it (specification MIL— 
E-5272A). Upon conclusion of this test there was no visible indication of pene- 
tration of the salt atmosphere (see photographs No. 3 and No. 5). 

It appears that (as the circuitry checked out satisfactorily upon conclusion 
of these tests and there was no visible evidence of moisture penetration) normal 
launching of the rockets would take place when the launcher was fired. 

If you require additional information on any of the above, please do not hesi- 
tate to contact us. 

Very truly yours, 
Dayton T. Brown, INc., 
WILLIAM P. McLEAn, 
Vice President, Test Division. 
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Aft view of launcher after salt spray test 


Photograph No. 5: 


with rockets removed. 


tion samples. 
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May 16, 1957. 
Rear Adm: E. C. STEPHAN, 


Chief of Legislative Liaison, 
Department of the Navy, Washington, D. C. 


DEAR ADMIRAL STEPHAN: The subcommittee is in receipt of your letter and 
attachments dated May 16, 1957, in response to subcommittee requests for data 
during the hearings on the procurement of Navy rocket launchers. 

The information which you have submitted does not cover all of the questions 
raised during the hearings. The subcommittee would greatly appreciate having 
additional information in response to the questions set forth below. 

The subcommittee also would like to have copies of the attached list of docu- 
ments in the Navy files on this procurement. 

The following questions remain to be answered : 

1. What was the date of acceptance by the Navy of lot 54 produced by Century 
Industries Corp.? (transcript, p. 727). 

2. Why did the Navy award a launcher production contract to Spra-Con 
Corp. and then permit Spra-Con to transfer the full contract to Cincinnati 
Industrial Finishing Co., as a result of which Spra-Con and several other com- 
panies or individuals received substantial commissions? (transcript, pp. 734- 
735). 

3. Did the payment of such commissions violate the contract covenant against 
payment of contingent fees? (transcript, pp. 735-736). 

4. Under the two Radiant Manufacturing Corp., launcher contracts, how 
many launchers were rejected because of high detent latches? (transcript, 
pp. 746-747). 

5. What was the final disposition of the Radiant launchers which were re- 
jected for high latches? (transcript, pp. 747-748). 

6. Were there any disintegrations of launchers produced by Radiant Manu- 
facturing Corp. under either contract? If so, how many? (transcript, pp. 752 
and 755). 

7. What was the exact quantity of launchers test fired from lots 1, 4, and 5, 
produced by Cincinnati Industrial Finishing Co.? (transcript, pp. 753-754). 

8. What are the Navy rules and regulations governing the auditing or evalua- 
tion of a contract in which expenses are charged off to entertainment which 
could involve Navy employees? (transcript, p. 772). 

9. Did the Navy ever convey, either orally or in writing, information to the 
Air Force concerning the patentability of the MA-38 rocket launcher? (tran- 
script, p. 844). 

Sincerely yours, 
Hersert Rosack, Staff Director. 


DEPARTMENT OF THE NAVY, 
BUREAU OF AERONAUTICS, 
Washington, D. C., June 14, 1957. 
From: Chief, Bureau of Aeronautics 
To: Chief of Legislative Liaison 
Subject: Airborne rocket launchers; request for additional information on. 
Reference: (a) OLL: INV: ACJ: gms, 6-366 of May 17, 1957 
Enclosure: (1) Original and one copy of answers to questions forwarded as 
enclosure (1) to refence (a) 
1. Enclosure (1) is forwarded in compliance with the request contained in 
reference (a). 
C. M. MERRIMAN 
(By direction). 


Question 1. What was the date of acceptance by the Navy of lot 54 produced 
by Century Industries Corp.? 

Answer. July 19, 1954. 

Question 2. Why did the Navy award a launcher production contract to 
Spra-Con Corp. and then permit Spra-Con to transfer the full contract to Cin- 
cinnati Industrial Finishing Co., as a result of which Spra-Con and several 
other companies or individuals received substantial commissions? 

Answer. During the course of the negotiations leading up to the award of 
the contract the Spra-Con Corp. requested that the contract be awarded to the 
Cincinnati Industrial Finishing Co. and stated, “The above company is a special 
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contracts division operating now and in the past under Spra-Con subcontracts 
and directed from the home organization.” Since all prior dealings, including 
participation in the symposium, discussion of technical details, and submission of 
the price quotation, had been in the name of Spra-Con and since the capability 
of Spra-Con to perform the contract had been surveyed and determined to be 
adequate to perform the contract, it was decided that additional security and 
guaranty of performance was obtained by placing the contract with the principal 
rather than the subcontractor. In the discussions leading to this determination 
it was agreed that Spra-Con would be permitted to subcontract the production 
job to the Cincinnati Industrial Finishing Co. No additional costs or increase 
in profit were included on account of the subcontract arrangements. 

In regard to that portion of the question pertaining to commissions received 
by Spra-Con and several other companies or individuals, the Bureau of Aero- 
nautics had no information concerning such commissions prior to these hearings. 

Question 3. Did the payment of such commissions violate the contract cov- 
enant against payment of contingent fees? 

Answer. The contract covenant against contingent fees provides, “The con- 
tractor warrants that no person or selling agency has been employed or retained 
to solicit or secure this contract upon an agreement or understanding for a 
commission, percentage, brokerage, or contingent fee, excepting bona fide 
established commercial or selling agencies maintained by the contractor for the 
purpose of securing business. * * *” The information which the committee has 
furnished to the Bureau of Aeronautics does not clearly establish a violation of 
the covenant. On the other hand, the facts, as presented, are not necessarily 
inconsistent with a violation of the covenant. Since more information is needed, 
steps have been taken to refer the matters to the Department of Justice for 
such further action as that Department may deem appropriate under the 
circumstances. 

Question 4. Under the two Radiant Manufacturing Corp. launcher contracts, 
how many launchers were rejected because of high detent latches? 

Answer. Actually 112 launchers were finally rejected. However, an additional 
number, the specific amount not being indicated in available records, were re- 
worked by Naval Armament Depot, Shumaker, because of high detent latches. 
In all, 172,000 motor lock plugs were machined to compensate for the latches, 
making the launchers fully serviceable. Radiant was required to pay 2% cents 
per plug for the work. 

Question 5. What was the final disposition of the Radiant launchers which 
were rejected for high latches? 

Answer. The 112 launchers that could not be made serviceable were scrapped. 

Question 6. Were there any disintegrations of launchers produced by Radiant 
Manufacturing Corp. under either contract? 

Answer. Contract NOa(s) 54-147f, none; contract N600s—A-37821: Lot 77, 
2 disintegrations; lot 101, 1 disintegration; lot 104, 1 disintegration; lot 154, 1 
disintegration. 

Question 7. What was the exact quantity of launchers test fired from lots 1, 
4, and 5 produced by Cincinnati Industrial Finishing Co.? 

Answer. Lot 1, 26 launchers test fired; lot 4, 14 launchers test fired; lot 5, 14 
launchers test fired. 

Question 8. What are the Navy rules and regulations governing the auditing 
or evaluation of a contract in which expenses are charged off to entertainment 
which could involve Navy employees? 

Answer. The Bureau of Aeronautics does not knowingly include entertainment 
expenses as a proper item of cost when negotiating the prices of its contracts. 
The costs of performing cost or cost-plus-fixed-fee types of contracts are audited 
and entertainment expenses are disallowed. This contract was a fixed-price con- 
tract and not subject to audit. Any entertainment expenses charged are matters 
properly under the cognizance of the renegotiation board and the Internal Reve- 
nue Service. The rules pertaining to the acceptance of favors or gratuities by 
Navy employees are covered in SECNAYV instruction 5371.1A, dated September 29, 
1955, copy of which has been furnished to the committee. 

Question 9. Did the Navy ever convey, either orally or in writing, information 
to the Air Force concerning the patentability of the MA-3 rocket launcher? 

Answer. There is no record in the files of the Bureau of Aeronautics indicat- 
ing that the Navy has ever conveyed information in writing to the Air Force 
concerning the patentability of the MA-3 rocket launcher. The matter may have 
been discussed orally but there is no record of any such conversation. 
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Question 10. Why did the Navy test MA-3 rocket launchers since the Navy 
testimony revealed that the Navy was not interested in them, and (2) for whom 
were the launchers tested? 

Answer. The launchers tested, we are advised, were the first units from the 


production line of Century Industries. The test was performed as a service for 


the United States Air Force to assist its contractor in ascertaining whether his 
launchers would perform satisfactorily in firing tests. 





GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., June 5, 1957. 
Hon. Cuet HOLIFIELD, 
House of Representatives, Washington, D. C. 

Dear Mr. Horirietp: Thank you for your letter of May 20, concerning the 
question of whether a small-business firm, after receiving a contract set aside 
for small business, may subcontract for the required production with large- 
business concerns. 

This question was raised, as your letter points out, at the hearings of March 
26, 1957, before the Military Operations Subcommittee of the House Committee 
on Government Operations. At that time, a Small Business Administration 
small-business status unless it proposes to furnish the product of a small-business 
concern. However, the degree to which small-business manufacturers may sub- 
contract component production under contracts set aside for small business is 
not covered by the regulation. 

This problem, along with related problems, is being considered by the task 
representative stated that since this question affected all Government procure- 
ment it had been referred to the interagency Task Force for Review of Govern- 
men Procurement Policies and Procedures recently established by the General 
Services Administration. 

The Small Business Administration definition of small business for the pur- 
pose of Government procurement precludes a concern (see SBA regulations in 
21 F. R. 9709; 22 F. R. 2121; 22 F. R. 2758; and 22 F. R. 3314) from asserting 
force which, as you know, includes representatives of the major procurement 
agencies, Small Business Administration, General Accounting Office, and the 
Bureau of the Budget. 

To date no recommendations in this regard have been made. However, we 
will advise you of future action by the task force concerning this problem. 

We appreciate your interest in bringing this matter to our attention. 

Sincerely yours, 
FRANKLIN G. FLOETE, Administrator. 





GENERAL SERVICES ADMINISTRATION, 
PUBLIC BUILDINGS SERVICE, 
Washington, D. C., June 11, 1957. 
Hon. Cuetr HOLIFIELD, 
Chairman, Military Operations Subcommittee, Committee on Government 
Operations, House of Representatives, Washington, D. C. 
(Attention: Mr. Herbert Roback.) 


Deak Mr. CHAIRMAN: Your letter of May 14, which was acknowledged on 
May 22, requested information concerning certain leases between the General 
Services Administration and Messrs. Lee Morgan and Peter Spagnuola, Navy 
employees, for 16 housing units in the southwest area of Washington, D. C. 

Enclosed are copies of the lease dated October 29, 1951, with Mr. Morgan 
providing for the use of the 3-story brick building with basement and attic, known 
as premises 215 Eighth Street SW., containing 11 apartments, for the term com- 
mencing November 1, 1951, and ending October 31, 1956, at a rental of $11,580 
for the term, payable in monthly installments of $193. Mr. Morgan’s proposal 
was the highest of 14 sealed bids received in response to advertisements posted on 
the property, mailed to approximately 320 prospective bidders, and inserted in 
3 daily newspapers in Washington, D. C. Bids were opened publicly in GSA 
at 3 p. m., eastern standard time, September 28, 1951. 

Also enclosed are copies of the lease dated April 1, 1952, with Messrs. Spag- 
nuola and Morgan, for 15 houses, containing 31 apartment units, in southwest 
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Washington, D. C., more particularly identified in the lease, for a term com- 
mencing April 1, 1952, and ending March 31, 1957, at a rental of $27,660 for said 
term, payable in monthly installments of $461. The proposal of Messrs. Spag- 
nuola and Morgan was the highest of 8 bids received in response to advertise- 
ments posted on the property, mailed to approximately 125 prospective bidders, 
and inserted in 3 daily newspapers in Washington, D. C. Bids were opened 
publicly in GSA at 3 p. m., eastern standard time, February 20, 1952. Ab- 
stracts of bids for both bid offerings are submitted for your information. 

While the two leases provided that rentals to be charged by the lessees in 
subletting the apartments in the buildings would not exceed the ceiling prices 
established by the Office of Rent Control in the District of Columbia, and that 
the lessees would furnish each subtenant with the services and supplies re- 
quired by the Office of Rent Control under the established ceiling prices, there 
was no provision therein for the filing with GSA of statements of income re- 
ceived by the lessees in the rental of the apartments to private tenants. In 
administering the leases, however, certain information relating to the rental 
income from the apartments was received either from the lessees or by inquiry 
made to the Office of Rent Control, which was made a part of the case files. 
This information concerning rental income is shown on the enclosed sheet 
marked “exhibit A’”’. 

Messrs. Morgan and Spagnuola were known to be Navy Department em- 
ployees prior to awarding the contracts. Their sealed-bid proposals were in 
strict compliance with the bidding requirements, and were the highest received 
in response to the invitations. There was nothing to indicate that readvertising 
would result in the submission of proposals offering the United States higher 
rentals for the properties or that the transaction involved any favoritism or 
preferential treatment. 

While the General Services Administration does not prohibit Federal em- 
ployees from participating in business transactions with the General Services 
Administration, it has established procedures and safeguards which we believe 
adequately protect the interests of the United States. Substantially all trans- 
actions involving the disposition of property or interests therein are made only 
after adequate advertising appropriate in the circumstances, thereby securing 
for the Government the benefits which flow from competitive bidding. This 
procedure finds support in the Decision of the Comptroller General dated April 
2, 1946 (25 Comp. Gen. 690). We do not believe that an absolute prohibition 
against business transactions with Federal employees would be warranted. We 
believe that the competitive bidding procedures now employed constitute a 
reasonable safeguard against the criticism of favoritism and preferential treat- 
ment. 

Sincerely yours, 
FreD 8S. POORMAN, 
Acting Commissioner, Public Buildings Service. 
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APPENDIX 1 


Navy PrRocureMENt or Arro 7D Rocker LAUNCHER FRom Br-GeE 
MANUFACTURING Co. 


Be-GE MANUFACTURING Co., 
Gilroy, Calif., August 24, 1956. 
Attention: L. J. Bercier. 
Subject: Contract No. N600 (A) 42125. 

GENTLEMEN: During a personal visit of Mr. L. J. Bercier and personnel of 
INSMAT, San Francisco, August 6, last, with personnel of Be-Ge, Mr. Bercier 
requested from us an engineering study and the status of engineering drawings 
as to errors in design, material, etc. At the time this request was made, both 
parties felt that the work could be accomplished by the end of the week, Au- 
gust 17. However, at that time neither party realized the size of this under- 
taking. 

As of August 22, problems rose to a point that it was deemed by us to be abso- 
lutely essential that we have a conference with INSMAT personnel, and that 
date was arranged for today, August 24. 

Today we met with Lieutenant Commander Cole, Mr. Smirnoff, and Mr. Mer- 
rill of INSMAT, with Be-Ge personnel comprising engineering, production, and 
general management. 

At the conclusion of the meeting, approximately 12:30 p. m., we attempted 
to reach your office by phone for the purpose of briefing you with such information 
as could be transmitted by phone, to permit you to collect information and per- 
sonnel as rapidly as possible, to assist in solving the problems existing in this 
item for production. Unfortunately, we were unable to contact you. We are, 
therefore, forwarding you this information as rapidly as possible for your imme- 
diate action. 

We supplied to the personnel mentioned above—INSMAT, San Francisco— 
copies of drawings pertaining to the specific problems, together with a copy of 
our engineering department’s report to me as of August 23, 1956. The items dis- 
cussed in this report were gone into in sufficient detail to adequately inform 
INSMAT. 

The engineering study that is attached to this letter is for your information, 
only ; it does not comprise our complete report. It comprises only discrepancies 
discovered as of this date and a subsequent report will be transmitted as soon 
as all discrepancies are discovered. 

Engineering time not anticipated by either party has become involved in this 
matter and cost increases generally will apply. However, October being the 
target date for the sample launchers makes time the essence and we seriously 
doubt that these errors of design can be corrected in time to catch tooling and/or 
production presently in progress and permit correction and delivery dates in the 
remaining time left to us. 

Your very urgent attention is requested in this matter. 

Very truly yours, 
D. V. Strout, General Manager. 
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FM INSMAT SFRAN, 
To CH BUAER, WASH., D. C. 
INFO NAVPURO, WASH., D. C. 
NOTS, CHINA LAKE. 
BT 

AZ-—3433 X refer Fonec on this date btwn Mr. Ulrich of this ofc and Mr. L. 
Morgan of BuAer X contr N600/A/42125 Be-GE Co. X contractor received 5,882 
tubes dwg No. 54A46C240 from Cleve Container Co. X tubes reinspected do not 
conform to dwg and spec requirements X A sample of tubes reinspected for 
ID dim varied from 2 pt 880 to 2 pt 896 X dwg specifies 2 pt S78 max X od dim 
vaies from 3 pt 031 to 3 pt 047 X dwg specifies 3 pt 028 max X compressive 
strength varies from 3,547 to 5,807 PSI with an avg of 4,400 X spec requires 
7,000 PSI min X im addition color of tubes not uniform X contractor advises 
that CFN AZ-3433 N600/A/42125 5882 5446C240 2 880 2 869 2 878 3 031 3 047 
3 028 3547 5807 4400 7000. C CFN C8th GR PS896. The supplier has verbally stated 
that they are unable to mfr tubes in conformance with spec rqm fr compressive 
strength X contractor also informs that to date no other supplier has been able 
to meet this rqm X req investigation be made to determine if spec requirements 
and dwg tolerances are realistic. 
BT 
20/2326Z SEP RBWPI 


Be-GeE MANUFACTURING CO., 
Gilroy, Calif., October 3, 1956. 
Through: Inspector of Naval Material, San Francisco, Calif. 
CHIEF, BUAER, 
Department of the Navy, 
Washinaton, D. C. 

GENTLEMEN: Enclosed is copy of revision No. 5 to contract N600(A) 42125. 

We are extremely concerned by the lack of awareness of our production prob- 
lems that is evidenced by this revision dated September 28. 

As you know, considerable correspondence and telephone calls have been made 
relative to this subject. It is absolutely impossible to meet these delivery dates 
and we refer you to our letters and to our telephone calls concerning these 
reasons. 


A few of the reasons are worthy of restating. 
1. Launcher tubes. 
2. Seal ring. 
2. Various engineering change orders requiring material changes, ete. 
Until these items are resolved, no satisfactory end items can be produced by 
Be-Ge. 
Very truly yours, 
D. V. Strout, 
Vice President and General Manager. 


GiLroy, CALIF., February 4, 1957. 
BuaeEr, U. 8S. NAvy MAINTENANCE SECTION, 
Care Lyle Bercier, Room 2328: 

Subject contract N600 (A) 42125 Aero 7—D launcher. Testing for tubes 
made to specifications continues under supervision of NOTS, China Lake, Calif. 
The only tube manufacturer able to deliver tubes at this date is Cleveland 
Container Co. This company produced tubes used in 150 preproduction samples. 
They originally shipped us approximately 5,800 tubes; we have approximately 
2,000 on hand. Cleveland has 8,500 on hand ready to ship and stock for 20,000 
more on hand. 

We are ready to begin production quantities except for a tube supplier. We 
suggest you extend waiver covered by naval speed letter of 29 Oct. 1956 by 
direction of T. F. Tavernetti AER—AV-343/6 to cover balance of tubes, 30,500 
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total. We have every reason to believe a tube to specification will be in pro- 
duction by June 1957 in quantities sufficient to meet production requirements. 
Your immediate telegraphic approval is urged. 
BE-GeE Mre. Co. 
D. V. Stour. 
N600 A 42125 7—D 150 5800 2000, 8500 20,000 29 1956. 
ABR-AV-3438/6 3,500 1957. EU 04/1950Z FED RBEPC. 


FEBRUARY 12, 1957. 
Memorandum 


N600 (A) 42125. 
From: Director, Avionics !ivision. 
To: Director, Quality Coitrol Division. 
Director, Maintenance Division. 
Subject: Aero 7—D Rocket-launcher package; acceptable quality level for firing 
tests. 
References: (a@) Specification MIL—R-1968 (AER). 
(b) MIL-STD-105A. 


1. Quality control of Aero 7-4 launchers manufactured by the Be-Ge Co., 
Gilroy, Calif., under contract M600(a)—42125, is to be maintained in accordance 
with reference (a) specification. This specification requires laboratory testing 
followed by firing tests with live rocket ammunition at the Naval Ammunition 
Depot (NAD), Shumaker, Ark. 

2. In order to establish the acceptable quality level (AQL) for the firing 
phase of quality control testing at NAD, Shumaker, a meeting was held in the 
Avionics Division on February 5, 1957, of the following personnel to discuss 
an appropriate quality control procedure: 

Dr. J. A. Greenwood, QC-11. 

Mr. G. Vacea, AV—34. 

Lt. Comdr. T. F. Tavernetti, AV-343. 
Mr. L. Morgan, AV—3445. 

Mr. L. Bercier, MA—4621. 

3. It was agreed that an AQL of 1 percent of rockets failing to fire constituted 
a high level of performance for equipment of this nature. For example, if a 
production lot sample size consisted of 225 rockets (nearly 12 launchers) the 
production lot would be acceptable if 5 rockets did not fire, but the lot would 
be rejected if 6 rockets failed to fire. (See table IV—A of reference (0).) With 
an AQL of 1 percent defectives in production lot samples the Navy will accept 
96 percent of all lots submitted if the manufacturer is producing to this high 
a level of quality (see table VI-M of reference (b)). The protection afforded 
the Navy by the establishment of this AQL is shown by taking another example 
from table VI-M. If the quality of the manufacturer’s product slips to 4 percent 
defectives in his production, only 10 percent of such lots submitted would be 
accepted in the long run. 

4. Results of firing tests at NAD, Shumaker, will be interpreted in accordance 
with the above procedure. Concurrence in this interpretation of the agreements 
reached in the meeting of paragraph 2 is requested for the record. 

G. A. VACCA. 


FEBRUARY 14, 1957. 
From: Chief, Bureau of Aeronautics. 
To: Officer in Charge, Navy Purchasing Office, Washington, D. C. 
Subject: Contract N600(A)42125, aero 7D rocket-launcher packages; release to 
production. 
Reference: (a@) Engineering Change Orders 37, 38, 41, 45, 60, 65, 75, 77, 78 
through 95, 100 through 111, and 113 through 119. 

1. In accordance with the terms of the subject contract, the Be-Ge Manufac- 
turing Co. delivered 150 preproduction samples of Aero 7D launchers, These 
launchers have been tested and evaluated in laboratory tests at Dayton T. 
Brown, Inc., and in firing tests at the United States Naval Ammunition Depot, 
Shumaker, Ark. 
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2. The test and evaluation program has been completed and the results indicate 
that the equipment is ready for release to production subject to the incorporation 
of reference (a@) engineering change orders which have been approved by the 
Bureau of Aeronautics. 

3. It is requested that the Navy purchasing office amend the subject contract 
releasing the balance of the launchers to be delivered under the contract to full- 
scale production incorporating the changes in reference (a). Some of these 
changes include an increase in contract price while others involve a decrease in 
price. 

By direction: R. M. REYNOLDs. 


DEPARTMENT OF THE NAVY, 
BUREAU OF AERONAUTICS, 
Washington, D. C., January 23, 1957. 
Hon. CHET HOLIFIELD, 
Chairman, Military Operations Subcommittee, House Government Opera- 
tions Committee, House of Representatives, Washington, D. C. 


My Dear Mr. CHAIRMAN: In accordance with a request from Mr. Earl Morgan 
of your staff I am enclosing a copy of a letter dated December 7, 1956, from com- 
mander, United States naval ordnance test station, to myself, with enclosures, 
covering the results of tests conducted on aero 7D rocket-launcher packages 
manufactured by the Be-Ge Manufacturing Co. 

These tests were performed at the contractor’s expense on learning samples, 
and were used by the contractor for quality-control purposes. 

Sincerely, 
JAMES 8S. RUSSELL, 
Rear Admiral, United States Navy, Chief of the Bureau of Aeronautics. 


UNITED STATES ORDNANCE TEST STATION, 
China Lake, Calif., December 7, 1956. 
From: Commander, United States Naval Ordnance Test Station. 
To: Chief, Bureau of Aeronautics (AV-3433). 
Subject: Aero 7—-D launcher packages, report of environment tests of Be—Ge 
Manufacturing Co. learning samples. 
Reference: (@) Military specification MIL—R-19168 Aero 7-—D rocket launcher 
package. 
Enclosure: 
(1) Test data results. 
(2) Sketch of proposed bolt-on type receptacles. 

1. Eleven subject launchers were submitted to the station on November 13, 
1956, for inspection and testing in accordance with reference (a). Ten of the 
launchers were subjected to all the prescribed tests outlined in reference (a) 
with the exception of the salt-spray test and the aircraft-vibration test. The 
later test was not performed due to lack of suitable test equipment. 

2. Three of he launchers submitted were fabricated with bolt-on type bomb 
lug and electrical receptacles (enclosure (2)) in lieu of the welded insert type 
receptacles prescribed on the drawings. The results of testing these launchers 
compared to the prescribed launcher are outlined in enclosure (1). 

3. The test results are highly favorable and served a useful purpose in showing 
the contractor representatives the critical areas of quality control. Mr. William 
McLean, from the Dayton T. Brown Co. testing laboratory, also witnessed the 
firing tests and observed the product in operation for the first time. 

4. Comments on the results of the environmental tests and firings described 
in enclosure (1), as witnessed by the naval ordnance test station and Dayton T. 
Brown Co. representatives, are contained in the following recommendations: 

(a) That the Be-Ge Co. submit to the Bureau for approval an engineering 
change order for an improvement in the detent design to further reduce the criti- 
cal stress concentration areas by polishing or filing. The reason for this rec- 
ommended change is based on the results of aircraft vibration tests conducted 
by the Dayton T. Brown Co. on both the current Aero 7—D detent and similar 
detents on other 2.75-inch FFAR aircraft launchers. Inspection of six random 
samples of the present Aero 7—D detent by Zyglo and Magnaflux testing showed 
no cracks in the critical areas; however, inspection of the critical areas under 
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a microscope revealed minute stress concentrations which would tend to produce 
cracks and breakage under the destructive aircraft vibration test prescribed in 
reference (@). 

(b) That the Be-Ge Co. submit to the Bureau for approval of an engineering 
change order to make all the aft interstice filler sticks the same length as the 
detent filler stick. The reason for this recommended change is that after rough 
handling the launchers in accordance with reference (a), the present Cleveland 
Container tubes appeared to experience more fractures and extruding than those 
used during the development of the Aero X-7—D when they were subjected to iden- 
tical rough handling tests. The observed minor fractures did not cause a mal- 
function except on one launcher which suffered a loss of the rear bulkhead after 
half the rockets had fired. It is believed this malfunction would not have 
occurred if the tubes were fully supported in the critical nozzle seal penetration 
area by longer interstice filler sticks. 

(c) That the Be-Ge Co. submit to the Bureau for approval new drawings to 
incorporate the bolt-on type bomb lug and electrical well receptacles shown by 
sketch on enclosure (2). The reasons for this recommended change are as 
follows: 

(1) Eliminates costly weldment of the seven receptacles. 

(2) Increases the strength of the extruded beam which is desirable for with- 
standing ejection loads. 

(3) Significantly improves sway bracing on Aero 14 and Aero 15 bomb racks 
by eliminating rocking of the store about the bomb lugs on these racks. 

(4) Eliminates the threaded sleeves and the bored holes in the bottom of the 
beam which are now necessary to assemble the sleeves to the bomb lug and 
electrical well inserts. 

(5) Significantly reduces the cost of the Aero 7—D launcher and similar type 
launchers by facilitating assembly procedures. 

(6) Does not effect moisture resistance of the launcher in configuration A. 

(d) That the Be-Ge Co. submit to the Bureau for approval an engineering 
change order to reduce the tolerance between the retainer ring (D257) and 
the adapter ring (D262) from 0.103-inch to approximately 0.040-inch in order 
to give a better fit. This change will require rework of the adapter ring die 
only and should become effective with launcher No. 151. The reason for this 
recommended change is to improve the ability of the package in configuration A 
to withstand the transportation test as specified in paragraph 4.5.1.7.11 of ref- 
erence (a). ‘The results of the tests described in enclosure (1) showed that 
with the maximum clearance the loose fit between the adapter ring and the 
retainer ring can cause the flanges on the adapter ring to wear away the bayonet 
locks on the retainer ring to the point where a flange could slip past a bayonet 
lock and cause a loss in seal of the package. 

(e) That the inspector of naval material at San Francisco, Calif., exercise 
strict quality control on the contractor’s intervalometer subcontractor with 
respect to the assembly procedure of the intervalometer. The reason for this 
recommendation is that with the exception of the malfunction described in 
paragraph 4 (b) above, failure to fire all rockets on the other launchers was 
directly due to poor assembly techniques of the intervalometer. Specifically, 
the contact fingers had lost their spring temper either from application of too 
much heat and solder or were raised too high in assembly causing a permanent 
set in the contact finger. The station realizes that the intervalometer subcon- 
tractor is undergoing a learning cycle as well as the prime contractor ; however, 
until such time as the intervalometer subcontractor learns the correct assembly 
technique the station recommends that 1 out of every 10 intervalometers be 
fired by applying 24 to 28 volts direct current through a 5 ohm dropping resistor 
to determine the quality of the intervalometers. The Government-furnished 
equipment continuity meter will not detect these flaws in an intervalometer. 
Unless test equipment can be made to determine quality control of the inter 
valometer, functional tests of random samples must be relied on. 

(f) That the Bureau of Aeronautics approve Be-Ge Co.’s engineering change 
order No. 39 for the replacement rear shipping plug except that the naval 
ordnance test station prepared drawing 54A46D359 be substituted for the Be-Ge 
Co. submitted drawing. The reasons for this recommended change are— 

(1) The naval ordnance test station design offers more protection to 
the rear contact button on the 2.75-inch FFAR in configuration A due to 
the design being a press fir. 
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(2) The Be-Ge Co. design calls for six cutouts to preclude orientation 
problems in loading and actually clears the rocket contact button. 

(3) Orientation on the naval ordnance test station design is solved by 
a cutout for the intervalometer. 

It is further recommended that this change be effective with launcher No. 151. 
The recommended change will involve an increase in material costs, but this 
cost will be offset by a reduction in labor assembly cost of the rear-cover assem- 
bly, drawing No. 54A46F280. The naval ordnance test station drawing No. 
54A46D359 and other outstanding change orders are being submitted by separate 
correspondence, 

By Direction : 

H. T. LOTEE. 

Copy to— 

BuAer (MA 362) (w/encl. (1) and (2)). 

BuOrd (Rew3c) (w/enclo. (1) and (2)). 

NADC, Johnsville, Ja. (w/encl. (1) and (2)), 

NAD, Shumaker, Ark. 

Dayton T. Brown Co., Copiague, Long Island, N. Y. (w/encl. (1) and (2)), 
INSMAT, San Francisco, Calif. (w/encl. (1) and (2) ). 

Be-Ge Manufacturing Co., Gilroy, Calif. (w/encl. (1) and (2)). 


«ft pmeampheaf Joohn 


TPaseac aaecwe ¢ 





571 


AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 


*poo3 pexoo] ‘soqn} uy seinjoRly ON 6I 
‘sdoip 101j8 SYBo] [VUOTITPPB ON | 61 


*sqyoyool1 AuruINp 
041 GIA Spey UO pesn o10M SjoysEs 
Joqqni OU !peMmeososUN SpReT] g “SHOOT 
youoAeq Zui pue Uy IBV BATSSOOX| 
“@19AOS QIOUI OUIBIEd ZUTI PUS 4B YVoT 
480} JoWV “jORJUOD [eoTIOT9 4B 
48 yee] ofoyUTd [[eUIg ‘“Yyve_ Zuysnvo 
*4803 0} JojId Zuyi pue uo peddoip 
Apjuezoapeuy useq psy soyoune’y] 
‘sdoip 10qje 
SAV [VUCTITPPe ON ‘“porBEYs SMoJos 
7U9}0P F ‘[BIS PIVAIO] Je YVoy o1loaeg 
‘sjeyoo1 Auunp 
0} osvuep yuoredde ou ‘pameolos 
“un OsNny [ ‘ssoo, JeZUy o10M spvol 
} ‘poywes sjoyoOI [[e ‘syvey, [eur 
-IPpe Ou ‘480 JoIFY “UuBd YoOoYS puea 
-10} pus ‘Zuyl pues premio] ‘pvolyy 
JO oseq 4B 4OBJUOD [BOTIJOOTO PIBMIOJ 
—SPp[eM Bn] g 78 Syvel efoyuld jjeug 
“SJOYOO1 
Suyuyewel poly JejOUIOTVAIORUT MON 
"Bole yoedUyT 48 eqn} UT sein} 
-OB1Y «“UOTJOUNJ[VUI J9JOWIOTBAI9}UT 
‘yoyoOl ploy jou p[NnoM yusj0p | 
"SUI PUS PIBAIOJ] JB Yeo] ofoyurd [jeurg 
“Bole jody 4B seInjovly eqny 
JouTU pjeM Bn] qui0g preMIOJ pus 
SUjI pue pAvAMIOJ 3B Yo] opoyUTd |feMg 
“YO 010} proyyrng 
*IOJOUIO[VAIOIUT MOU pa[][eysu] 
“Bale JORdUIT 3B SaINjoB oqny 
JOUTU 'ZUj1 PUP PAVAIOJ 4B Yeo, ofoy 
-uld [[BUIs ‘uO}JOUNJTeUI 1O,ONIOTVA.10}U] 
“smoy FZ ‘UOTIPUOS oiNjBi0duIa, J, 
*HOTJOUNJ[VUI 10JOUIOTVAIO}UT 
‘od 
‘od 


Ivey 


*sInoy FZ ‘UOTI]PU0D ainyRIEd Wa], 





syIVUlEYy 


~~ & 
- = 


peta 


“S916T-H~TIW 
JO OF'L'T'S'} Wdvasered WIT CONepIONN UT poqso} JUDJep MONG PRY OT ‘ON JoyouneyT “g 








Pet eee a oe a ene 
ee ee ert SS 
ee ee ee oe ae 
ae ara ae poyveyT ("oor rrr nnn" peyee’y 
‘ese3 yout ‘9283 OUT 
eienbs sed spunod g¢ | sienbs sed spunod ¢ 
eT oe ae a 
‘a3e3 youl ‘9383 YOUT 
eienbs sed spunod ¢/| orenbs sed spunod ¢ 
a op . - <7 
a = a a op 
ore “-""Op 2 — ae : 
ee ee an ae co > ow 
‘ose3 your | ‘3303 youl 
eienbs sod spunod ¢ eienbs ised spunod ¢ 
a ae DE Sm 
1033V e10jog 
einssoig 





eo euON 
~---sdolp § 


~---sdoip F 


---=---9p 


~-sdoip F 


sdoip F 
exe op 


> on 
<a 


“-""@U0N 


Zuljpueyq 
ysnoy 





*ATUO S]TxeB 9pOT} 
-10A Uy SIMoYy Z ‘81qQeI 
~ejsodsuel} A107810qe'T 


*quoulr 
-9OB[AsTP YOUI-T 1B S{Xe 
yove uy oy 3% ‘oTquy 
uoTIBIIOdSsuUBIy QB’ | 


a 


op —" 
| 


= .  / a ae 


“""oOp . | 
— ee 





~""op 
aa 


---"9UON 


| 
UOTIBIGIA | 








“S9161-Y~TIW JO LL'T'9"} pue 
OL TS > SYdvIseIed ITM GOUBPIONNB UT POpBO] OF}8Js T90q OsIv PLY 6 “ON JOyOUNBT “7 
“s]19suT Peplom 


JO NOT UT S}]Oq WO-MEIOS YITM poyoLIqey OOM B PUB ‘2 ‘9 ‘SON SOyOUNeI—aALON 


06+ 
0F+ 


0b+ 


0+ 


0F+ 
Or+ 


| OF+ 


0F+ 
0+ 
Or+ 
Ost+ 
ogI+ 


g9— 


cg— 


(seelZap) 
oInje 
-J9d W198, L, 





-eg 


"QL 


Joquinu 
JOyOUNe’T 





Pt gael 8I “AON 


‘AON 


“LT ‘AON 


"OT * 


o18q 





8789} /DJUuaWUOLIaUg—'| BYOSOIONY 


i 








572 AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 





DayTON T. Brown, INc., 
Copiague, Long Island, N. Y., January 28, 1957. 
Bureau of Aeron: 1utics 
Department of the Navy 
Washington 25 oo C. 
Attention : AV-—3433. 
Vis ~ Assistant Inspector of Naval Material, care of Sperry Gyroscope Co., Great 
Neck, Long Island, N. Y. 
Subjec t: Aero 7D rocket launcher packages, preliminary report on. 
Reference: (a) Military specification MIL—R-19168 (Aer). 
GENTLEMEN: Following is a preliminary report No. 1017 giving briefly the 
results of testing performed under contract No. NOas 55-716c: 
Item: Aero 7D rocket launcher package. 
Manufac ns Be-Ge Corp. 
Contract No. N—600(a)42125. 
Production lot: Preproduction. 
Serial Nos. : 1-001 through 1-010, and 1-025 and 1—026 as special units. 
No waivers have been granted on this program; therefore, all applicable tests 
of reference (a) have been accomplished. 
Following is a list of the tests performed (see following chart No. 2 for special 
tests) : 








AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 573 


CHarT No. 1 











Number of 
Test number Test launchers Results 
subjected 
OM conteciuied BO ee ene ae 6 | Note 1. 
4.4.2.2 i See RE a ile ol Bee 11 | Passed, 
4.5.1.3- PUGISTG CORON WON iis 6 eS Sh cht ctceincecdpiee bck 10 | Note 2, 
GRR crccunnad Germany CGR ais sintiinccdcics pi tidekberwidsceiebipcaisnd 4 | Passed. 
OE Bi iscnmieuiads FE BR igncesacccnctagbidakddbedapsmetiaddeleatediel 4 | Note 3. 
SE Ris cacnned | I III NO co cccusnccagcshegyneesoamsuas 4 | Note 4. 
4.6.1.7.1......c-.<} TER SRIEO Wie oaskb i soe ee es 2 | Passed. 
4.6.1.7.2. .0cn-.«} LOO *RONREED BONE. cattiindiecccscnbidichibietinntebes 2 Do. 
CE tivcaescass | BOE OI DiGi ine airs necteqases en thoiigiare tanto 2 Do. 
Cth 7 See "DD Ed St, Be OE 4 Passed; note 5 
SEE TE. cccnnxd | Vibration test, flight configuration. -..................... 6 | Note 6. 





Note 1.—Ignition-system checks, 6 launchers: 

All ground-circuit checks were to specification both prior to and at the com- 
pletion of environmental tests. 

All intervalometer resistance checks were to specification. 

Several positive circuit-resistance values were over the allowable 0.2 ohm. 
(Be-Ge Corp. states that on preproduction units wire received from their sup- 
plier was not to specification. They have remedied this and say all readings in 
the future will be to specification. ) 

Note 2.—Pressure-retention test, 10 launchers: 

Waterproofing test of specification MIL—P-116B was performed on three 
launchers. All three launchers successfully passed this test. 

At 5 pounds per square inch (with a total internal force of 885 pounds on each 
shipping pan), leaks occurred in varying degrees. 

Note 3.—Tipover test, 4 launchers: 

All launchers sustained heavy denting on the forward end (approximately 
6’’ x 8’’ x 1’’) after dropping on the 4 by 4 block of wood. The aft ends sustained 
only minor damage. 

The tubes inside the launcher were distorted and cracked as a result of the 
denting at the forward end. Rockets in these tubes could not be unloaded by 
hand. 

The purpose of this test is to ascertain if live rockets can be launched from 
a damaged condition. This laboratory is not equipped to fire live rockets how- 
ever, personnel of this laboratory have observed similar tipover tests conducted 
at NOTS, China Lake, Calif. Live firings were successfully completed. 

Note 4.—Moisture-penetration test, 4 launchers: 

Two launchers with minimum leakage passed this test (specification 0.07 gram 
per 24 hours per 100 square inches of launcher external area) : 

Transmission rates: 
(a) 0.004 gram per 24 hours per 100 square inches of launcher external area. 
(b) 0.041 gram per 24 hours per 100 square inches of launcher external area. 

Two launchers with more severe leakage were subjected to this test : 
Tranmission rates: 

(a) 0.088 gram per 24 hours per 100 square inches of external surface area. 
(b) 0.103 gram per 24 hours per 100 square inches of external surface area. 

Nore 5.—Static loading test, four launchers: 

All four launchers successfully passed this test. In addition to the normal 
requirements, 2 of the 4 launchers were subjected to 200-percent overload of 
the specification requirements. As a result of this 200-percent overload, the 
launcher did not suffer any damage. 

The only notation made was that the launcher sustained a permanent setout 
of round of one-sixteenth-inch. 

Note 6.—Vibration test, flight configuration, six launchers: 

The vibration specification of MIL—-T-77483B (ASG) for all store suspension 
equipment has been modified by BuAer from 0.060-inch displacement, 10-G each 
plane to 0.030-inch displacement, 3.8-G each plane for this weight category 
(500 pounds). 

This vibration test applied to equipment designed to last the lifetime of the 
aircraft. As the Aero 7D launcher is a one-shot disposable item the time dura- 
tion has been reduced from 90 minutes each plane to 15 minutes each plane. 
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The following launchers passed the vibration specification : 
Launcher No. 1-001 
Launcher No. 1—005 
Launcher No. 1-007 
Launcher No. 1-025 
Launcher No. 1-026 

Vibration was continued beyond the specification, and many of these launchers 
exceeded it by as much as 300 percent in most attitudes. 

Two launchers that had been flight tested and fired at NOTS China Lake, were 
received and subjected to the new vibration requirements. 

Brief history of launchers: 

Both units were flown on propeller-driven planes for a total of 10 hours. 

Both units were then transferred to jet-driven planes and flown for three- 
fourths of 1 hour. One launcher was fired at low altitude; the other was fired 
at high altitude. 

Century launcher No. 2-005.—Vibration was applied at 50 cycles per second, 
0.030-inch displacement for a total time of 30 minutes each plane. 

The launcher successfully passed vibration except that intervalometer contact 
No. 6 was noted to have broken through its fuse wire after the last plane (90 
minutes’ vibration). 

Be-Ge Corp. launcher (no serial number).—This launcher was vibrated at 50 
cycles per second, 0.030-inch displacement for a total of 90 minutes in each plane. 

The launcher successfully passed this test; no detents were broken. 

Note.—For all vibration tests, except where noted, the intervalometer success- 
fully completed all tests. 


CHartT No. 2.—Special testing 








Test Number subjected Results 
| | 
algae = sina 
1. Firing test (aerodynamic load—1390#) - 5 _| 20 fairings._- ik Note 1. 
2. Fairing test (side load)-__.____- ne a | Passed; Note 2. 
3. Tube compressive strength : oe Tubes from 1 launcher_-| Passed. 
4. Tube water absorbtion test __- 4 2 eweaiisnen ; Do. 
5. Tube acetone extraction test -- uaa snctde Saeeeeasiel ena Note 3. 
' 


Note 1—Fairing test (aerodynamic load) : 

Twenty fairings were testing. One fairing developed two cracks and the 
seam buckled slightly. 

Note 2.—F airing test (side load) : 

Ten of the twenty fairings were subjected to 200 percent of the load require- 
ment for this test. No weak spots or damaged areas in the fairing fiber material 
were noted. 

Note 3.—Tube acetone extraction test: 

Specification MIL—R-19168 calls for a maximum of 7.5 percent of acetone 
soluble material. A recorded percentage of 7.23-7.94 acetone soluble material 
was noted. 

If you require additional information on any of the above, please do not hesitate 
to contact us. 

Very truly yours, 

WitiiAm P. McLEAn, 
Vice President, Test Division. 

cc: BuAer—MA-362. 

NOTS—Mr. Steve Little. 

NADC—Mr. John Horan. 

AINM—Sperry. 

Eglin Field—2d Lt. Robert Vince. 

Eglin Field—2d Lt. Edmund Rodman. 





UNITED States NAVAL AMMUNITION Deport. 
Shumaker, Ark., February 5, 1957. 


From: Naval Inspector of Ordnance. 

To: Chief, Bureau of Aeronautics (Code 462). 

Subject: Contract N600 (A) 42125 with Be-Ge Manufacturing Co.—Aero 7D rocket 
launchers. Test firing of samples from first partial shipment; report of. 











| 


AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 575 


Reference: (@) BUORD Itr Ma3b—-2-RGB: egw Lr-3 of August 29, 1956, to 
INSORD, Shumaker. 

(b) BUORD ltr Ma3b-2-RGB: egw X16/5 of October 3, 1956, to 
INSORD, Shumaker. 

(c) Fonecon Mr. Lee Morgan (BUAER, Code 462) and Lt. Cmdr. 
E. W. Diehl (BUORD, Ma3b-2) with Cmdr. H. L. Delaney and 
Lt. Comdr. J. F. Allen (Shumaker) January 23, 1957, at 1000. 

(d) Fonecon Lt. Cmdr. J. F. Allen with Mr. Lee Morgan January 24, 
1957, at 1050. 

(e) NAD Shumaker dispatch 251516Z January 1957 to BUORD 
(Ma3b-2) and BUAER info INSMAT San Francisco, and NPO, 
Washington, D. C. 

(f) Fonecon Lt. Cmdr. J. F. Allen with Mr. Steven Little (NOTS, 
Code 40135) January 24, 1957, at 1330. 

(g) Conference at NAD, Shumaker, January 25, 1957, concerning 
Aero 7D launcher tests with INSORD and NFOC personnel 
and Mr. Steven Little of NOTS present. 

(h) Fonecon Lt. Cmdr. J. F. Allen and Steven Little with Lee Morgon 
January 26, 1957, at 1515. 

(i) NAD, Shumaker, dispatch 281925Z January 1957 to BUORD and 
BUAER info INSMAT, San Francisco, and NPO, Washington. 

Enclosure: (1) Three deformed and/or cracked contact fingers. 

2) Photograph of fairing fragments recovered after test firing. 

(3) Diagram showing manner in which launcher tubes are numbered. 

1. References (a) and (b) specify that 10 Aero 7 launchers from the first 
partial shipment under contract N600(A)42125 be tested at the Naval Ammuni- 
tion Depot, Shumaker, Ark., using a modified Aero 14B bomb rack. Reference 
(c) modified reference (b) by authorizing the bypassing of the Aero 14B bomb 
rack electrical circuit, but specified that a 5-ohm resistor be placed in the firing 
circuit to replace the 5-ohm resistor permanently installed in the bomb rack. 
Furthermore, Mr. Morgan stated in reference (c) that the line voltage should be 
24 to 28 volts and the current 4.5 to 7.5 amperes. 

2. Ten launchers of the highest serial numbers (with latest changes incorpo- 
rated) were selected and tested January 24, 1957. An Aero 14—-B bomb rack with 
its firing circuit bypassed was used in the test. The firing circuit as described 
in paragraph 1 was connected directly to the rear receptacle of the Aero 7—D 
launcher. The launchers were loaded with serviceable 2.75 FFAR motors Mk 
3 Mod 1 (assembled with U. S. Flare igniters Mk 125 Mod 4 and propellant grain 
Mk 43 Mod 1) from lot RMHA-905-S-55. 

(a) Launcher 141.—All rounds failed to fire. 

(b) Launcher 142.—All rounds fired. There were two ruptured launcher tubes. 

(c) Launcher 143.—Rounds 1B and 8A failed to fire. There were no ruptured 
launcher tubes. 

(d) Launcher 144.—All rounds fired. There were three ruptured launcher 
tubes. 

(e) Launcher 145.—Failed to fire rounds in tubes numbered 3A, 3B, 4B, 5A, 
5B, TA, 7B, 8A, 8B, and 10. There were no ruptured launcher tubes. 

(f) Launcher 146.—Failed to fire rounds in tubes numbered 2A, 2B, 4A, 4B, 
5A, 5B, 6A, 6B, 7A, TB, SA, 8B, 9A, 9B, and 10. There were no ruptured launcher 
tubes. 

(g) Launcher 147.—¥Failed to fire round 7B. There were no ruptured launcher 
tubes. 

(h) Launcher 148.—Fired all rounds. There were no ruptured launcher tubes. 

3. The test of Aero 7—D launchers was discontinued at this point and an effort 
was made to determine why launcher 141 failed to fire and why all rounds did not 
fire in launchers 148, 145, 146, and 147. 

(a) A recheck of the firing circuit from supply source to the launcher 
revealed : 

(1) Line voltage was within the 24-28 volt range limit. 

(2) Line current was within the 4.5-7.5 ampere range limit. 

(b) The contact fingers of the launcher which provide for grounding the 
firing circuit to the contact disk (BUORD drawing 456912) of the 2.75 FFAR 
motor are secured to the after bulkhead of the Aero 7—D launcher by means of 
holding screw and lock washer. Examination of launchers which had been test 
fired revealed the following: 

(1) The screws holding the contact fingers to the rear bulkhead had been 
forced halfway out of the bulkhead, which allowed the contact finger assembly 











576 AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 


to move freely. It is believed that, in the case of the three-prong contact finger 
assembly, when one round fires forcing the holding screw out (away from the 
bulkhead) the assembly becomes deformed. This condition permits a break in 
the firing circuit (no contact of the contact fingers with the rocket-contact disk), 
reducing the chances of firing the remaining two rockets. 

(2) The after bulkhead of the Aero 7—D launcher around the contact finger 
holding-screw hole was actually pushed outward (deformed) by the gas pressure 
on the contact finger. These holding screws were tight before firing but very 
loose after firing. When the screws were tightened after firing (where unfired 
rounds remained in the launcher) the contact fingers were deformed to the extent 
that they did not make contact with the contact disk of the rocket. 

(3) None of the aforementioned defects were observed on launcher 146, a 
condition which led to doubt as to whether or not the power supply was continuous 
or intermittent, i. e., broken by shock of firing; however, each time the power 
supply was checked, it was satisfactory. 

4. At this point the test results and findings were discussed in telephone con- 
versations with Mr. Lee Morgan, of the Bureau of Aeronautics (Code 462) and 
Mr. Steven M. Little, of the Naval Ordnance Test Station, China Lake. Arrange- 
ments were made for Mr. Little to visit Shumaker to assist and witness the test 
of 10 additional launchers from the first partial shipment and to check and 
attempt to fire the rounds from those launchers which failed to fire on the first 
test. 

5. Mr. Little arrived at Shumaker, Friday, January 25, 1957, and a conference 
was immediately held during which Aero 7—D launcher test results were discussed 
and plans were made to resume testing Saturday, January 26. Mr. Little 
brought with him an Aero 15—-A bomb rack which had been checked out at NOTS 
to use in further tests of the Aero 7—D launchers. 

6. The Aero 15A bomb rack was installed at the test range January 26, and 
the power to the launcher checked. The voltage was found to meet the 24-28 
volt requirements, but the current did not meet the 4.5-7.5 ampere requirement, 
i. e., only 3 amperes was indicated; however, Mr. Little stated that 3 amperes 
was adequate for proper firing of the launcher. The line voltage and current 
were checked before the firing of each launcher during the tests which followed. 

7. Careful observation of the loading of the rockets into each launcher was 
made to insure that all rockets were properly seated and that good contact 
was provided between the contact fingers of the launcher and the contact disk 
of the rocket motor. Prior to firing, each intervalometer was checked for con- 
tinuity and each loaded launcher was checked for continuity of the launcher and 
the rockets, using the instrument shipped to this activity from the naval ord- 
nance test station for this purpose. 

8. The results of the second test previously reported by reference (h) follow: 

(a) Launcher 140 fired all rounds. No launcher tubes ruptured. 

(b) Launcher 139 fired all rounds. There was one ruptured tube. 

(c) Launcher 138 fired all rounds. There were six ruptured launcher tubes. 

(dq) Launcher 137 fired all rounds. No ruptured launcher tubes. 

(e) Launcher 136 fired 8 rounds before launcher dropped from the 15—-A bomb 
rack to the ground. The launcher was remounted and all remaining rounds fired 
satisfactorily. No launcher tubes ruptured. 

(f) Launcher 135 fired all rounds. There were five ruptured launcher tubes. 

(9g) Launcher 134 failed to fire round in tube 4B. Examination of the launcher 
revealed that the 2-finger contact for tubes 4B and 2A had been blown off. 
The screw holding the contact remained in the bulkhead. The contact fingers 
from a previously tested launcher were placed in position, all circuit con- 
tinuity checks made, and the launcher was again tested. Rocket motor in tube 
4B fired. One launcher tube ruptured. 

(h) Launcher 133 failed to fire rockets in tubes 9A and 9B. Examination 
disclosed that the blast had pushed the rear bulkhead outward immediately 
under the contact finger assembly and around the entry hole for the screw 
holding the contact finger assembly for tubes 9B, 4A, 9A, and 1B. This re- 
sulted in a broken circuit between the contact fingers and the rocket contact 
disk. The protrusion of the rear bulkhead of the launcher around hole for 
mounting the contact-finger assembly was smoothed down, contact fingers re- 
positioned, the securing screw tightened to make good contact, the circuits 
checked for continuity, and the launcher fired. Both rockets fired. 

(i) Launcher 132 fired all rounds. No launcher tubes ruptured. 

(j) Launcher 131 fired all rounds. No launcher tubes ruptured. 
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9. After reviewing test results and inspecting the Aero 7—D launchers after 
firing, Mr. Little agreed with the opinion expressed by representatives of this 
office that there are two design weaknesses in this launcher; namely: 

(a) A small area of the rear bulkhead around the contact finger securing- 
screw hole is pulled outward by gas pressures exerted upon the exposed surfaces 
of the launcher contact-finger assembled when the rocket motor is fired. This 
action allows the contact fingers of unfired rounds which depend upon these 
fingers for a ground to become loose and permits them to be drawn away from 
the contact disk of the rocket motor with the end result that rounds fail to fire. 

(b) The Aero 7—D launcher uses five 2-finger contact assemblies and three 3- 
finger contact assemblies. The area of the two-finger contact assembly around 
the securing-screw (mounting) hole is weak and in a few cases it is cracked, 
a condition which permitted the contact finger assembly to loosen with the end 
result that no ground in the firing circuit was provided and the rounds did 
not fire. [See enclosure (1).] In some cases where only 1 of 2 rockets had 
fired, where a 2-finger contact assembly was used, the whole contact finger was 
found to have been blown off. 

10. Launchers 141, 143, 145, 146, 147, 149, and 150 from the first group tested 
were retested after tightening all contact fingers, bending the contact fingers 
so that they were in contact with the rocket motor contact disk, and checking 
the continuity of the intervalometers and launchers circuits with the remaining 
unfired rockets. All launchers tested satisfactorily except 141; the rocket 
in tube 10 failed to fire. Examination revealed a broken internal wire in the 
launcher firing circuit of this tube. A further check with electrical instru- 
ments revealed there was no continuity in the firing circuit for this tube. 

11. This office believes that the major difficulties experienced with launchers 
during the first test were a combination of weakness of the contact finger 
assembly and trouble with the electrical power supply for the firing circuit. 

12. It appears that some of the difficulties presently being experienced with 
multiple-type contact fingers may be eliminated were a single contact finger pro- 
vided for each of the 19 launcher tubes. 

13. Enclosure (2), photograph of fragments from fairing assemblies recovered 
after testing Aero 7D launchers January 26, 1957, is forwarded for information. 
It is noted that the fairing did not break up in small pieces. Some fragments of 
similar size to those shown on enclosure (2) were from the nose fairing, while 
others were from the tail fairing of the Aero 7D launcher. 

14. One hundred percent camera coverage was maintained during these tests, 
and films are available at this activity for viewing. 

By direction : 

H. L. DELANEY. 


JoHN A. EDWARDS. 
Copy to: 


BUORD (Ma 3b-2) w/o encl (1) 
COM NOTS (Code 5561) w/o encl (1) 
NFOC Shumaker w/o encls (1) and (2) 


United STATES NAVAL AMMUNITION Depot, 


Shumaker, Ark., February 11, 1957. 
From: Naval Inspector of Ordnance. 


To: Chief, Bureau of Aeronautics (Code 462). 

Subject: Contract N600(A)42125 with Be-Ge Manufacturing Co., Aero 7D 
rocket launchers. Third test firing of samples from first partial shipment ; 
report of 

Reference: (a) BUORD ltr Ma3b-2-RGB:egw L4-3 of August 29, 1956, to 

INSORD Shu. 

(b) BUORD ltr Ma3b-2-RGB:egw X16/5 of October 3, 1956, to 
INSORD Shu. 

(c) INSORD NAD Shumaker ltr X16 JFA:HLD:ar 526 of February 
5, 1957, to BUAER (Code 462). 

(d) Fonecon Mr. Lee Morgan (BUAER, Code 462) with Lt. Comdr. 
J.F. Allen (Shumaker) February 1, 1957, at 10:15. 

Enclosure: (1) Three photographs of ruptured tubes. 


1. References (a) and (b) specify that 10 Aero 7D launchers from the first 
partial shipment under contract N600(A) 42125 be tested at the Naval Ammuni- 
tion Depot, Shumaker, Ark. References (c) is a report of 2 tests of 10 each 
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Aero 7D launchers conducted January 24 and 26, 1957. Reference (d) directed 
that an additional 10 Aero 7D launchers be tested, using the same procedure used 
in the second test reported in reference (c). Reference (e) is authorization for 
expending 190 2.’’ 75>F FAR rockets in conducting the third test. 

2. Ten Aero 7D launchers Nos. 121 through 130 were selected and tested Feb- 
ruary 1, 1957, using an Aero 15A bomb rack, with the following results. 

(a) Launcher 121.—During installation of the end fairings the launcher 
dropped from the bomb rack. All electrical circuits were retested for continuity, 
and the launcher remounted and tested. All rockets fired. One launcher tube 
ruptured and one finger of a three-finger contact assembly was blown off. 

(b) Launcher 122.—All rounds fired. No ruptured launcher tubes. 

(c) Launcher 123.—All rounds fired. The launcher was blown from the Aero 
15A bomb rack. It was damaged considerably because of its striking the frame- 
work of the bomb rack mounting. One three-finger contact assembly with the 
mounting screw was blown from the rear bulkhead. One finger of a three-finger 
contact assembly was blown off. 

(d@) Launcher 124.—All rounds fired. Two two-finger contact assemblies were 
blown off, but their holding screws remained in the bulkhead. No ruptured 
launcher tubes. 

(e) Launcher 125.—All rounds fired. There was one ruptured launcher tube. 

(f) Launcher 126.—All rounds fired. One finger of a three-finger contact 
assembly was blown off. 

(g) Launcher 127—All rounds fired. The launcher dropped from the bomb 
rack after all rockets had fired. There were three ruptured launcher tubes. 
One finger of a three-finger contact assembly was blown off. 

(h) Launcher 128.—All rounds fired. No ruptured launcher tubes. 

(4) Launcher 129.—All rounds fired. One two-finger contact assembly was 
blown off and one finger each from three three-finger contact assemblies was 
blown off. There were two ruptured launcher tubes. 

(j) Launcher 130.—All rounds fired. No ruptured launcher tubes. 

38. Although all rockets fired successfully during the test of launchers 121 
through 130, the following additional observations were made: 

(a) The general pattern of the rockets in all three tests has been to the left. 

(b) In the case of launcher 123, it was thought, because of the force with 
which the launcher was driven to the rear, that all rockets might have left the 
launcher at the same time. In viewing the photographic coverage, this was ob- 
served to be nearly true. Viewing the photographic coverage of all three tests, 
it was observed that the interval in the third test appeared much closer than in 
the first and second tests. 

(c) It was observed during the firing that in some cases several rockets struck 
the ground as close as 15 to 20 feet in front of the launcher, then continued on 
in normal flight, while others tumbled and broke up at 100 to 200 yards distant. 

4. From photographic coverage, it appears that the blast from the leading 
rockets tends to force the flight of some of the trailing rockets downward. This 
action appears to be the cause of those striking the ground 15 to 20 feet in front 
of the launcher. It may also be attributed to the close-firing interval of the 
rockets in this test. This action was not observed during the first two tests. 


JOHN A. EDWARDS. 


Copy to: 
BUORD (Ma3b-2). 
COM NOTS (Code 5561). 
NFOC Shumaker w/o encl. 
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[Naval message] 
Marcu 11, 1957. 
From: BUAER. 
To: INSMAT, SFRAN. 
Info: INSMAT, Cleve. 
NOTS, China, Lake, Calif. (air mail). 
NAVFURO, Washington, D. C. (mail). 

Cite A-34 X Contr N600A-42125 INSMAT, SFRAN 052025Z X inside diam 
2.870 inches plus fifteen minus eight-thousandths revised tolerance required for 
acceptance 8700 tubes at Cleve Container. Outside diam 0.005 inches over revised 
tolerance of 3.020 inches plus fifteen minus eight-thousandths acceptable these 
tubes at Be-Ge Co. option and provided Be-Ge Co. guarantees performance with 
no change in contr price. All subq tubes must meet dwg repr. 


AprRIL 5, 1957. 
To: L. P. Richie, Chicago. 
P. Rh. Stolte, Chicago. 
C. R. Henry, Washington office (two copies). 
J. M. Graham, INSMAT, San Francisco. 


ROCKET LAUNCHER DAILY REPORT (IN UNITS) 


Monthly building statistics: 


77 RA ee WCNOUMIG. oo kn. din cand amenctetiionsmouuns 320 
ae a ae ee ae es ee he ene 6 
i: «nn RE TI no ra cca ceundaico ieee ede iaaimesueaeoniaen (A)121 
4, Beneawies te wate. this month. 22... Pitkin 61 


Cumulative building statistics (total contract) : 











1. “DOLSRIUIE GO CATE a ne as Ci tasashen aia aatasnthan i Aikitastaatasi 283 
So: ca SURED “GID EO in sg iscrh ti wieder ees aaes nn ee eto mion 223 
Shipping statistics: 
Be ane TURIN SIUC i iaisslada deep Sphbaincia camels ag notics do elk crs (B)(D)91 
nee NN I sink wp heii ora Seb eich ag Ss ea ema 0 
oer nN RI CR in eles rein es mani isbas bce ai 91 
4. Total shipped on contract_....._._____-_~- wih cell maak (C) 253 
Tube procurement status 
[In units] 
On order Received | Put into Scrapped Balance 
to date production on hand 
Cleveland - : os 78, 500 14, 400 5, 377 530 8, 493 
Globe si ; ‘ 0 0 0 0 | 0 
aie citk on an teu ie dieeean aa .| 
| | 
‘Tepes secei ved today Included abOvVGkc ook sk cides ce tcieccedekanncu 0 
I i ied eid Sedona en initiate 0 


Production or shipping comments: (A) Includes 103 built in March—before 
production stopped. (B) Ninety-one shipped of 103 produced in March. (C) 
Includes preproduction launchers. (D) Due to sampling method and carload 
shipments, no shipments scheduled for April. 


Production schedule (units) 


Rk ee ical ests deisel SLU PRPCROEIED BPO 8 ica Ue tbiiamucamnad 5, 000 
PRI isa Sh i hin si cot (00 | November 200? os scccad Uns 5, 000 
REIN sh ol a 2, 500 | December 1957_..............- 5, 000 
US IN oa si cicero oe . 4000\January 1008................... 5, 000 
IN i oe saath ce O00 | PODEMATY TUB. oc ccce nc ee 1, 743 
NE CRIN ilies cscs isis astern eek 5, 000 _ —- 
september 1057............_.- 5, 000 Total contract__________ 44, 26° 


To be mailed daily whether or not any launchers are built or shipped. 
D. V. Strout, Be-Ge Division. 
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Apriz 11, 1957. 
To: L. P. Richie, Chicago. 
P. R. Stolte, Chicago. 
C. R. Henry, Washington office (two copies). 
J. M. Graham, INSMAT, San Francisco. 


ROCKET LAUNCHER DAILY REPORT (IN UNITS) 


Monthly building statistics: 
1. Total monthly schedule 


iss ieaencanienbdati ta uhansdataldaiaa tec Een ee 320 
a BROS. SOG wee eee et ai a See 10 
SB. ERC Caley Wa ics diss ciesecssciiccininrnecceniec ats dee ea 162 
4. Belneirabads CO Gaim, CUI a ai siterip ae 125 
Cumulative building statistics (total contract) : 
Lh, “COGRE: Re OO icici eee eee 324 
au. SOCK  COBERIOG. 00: CRBs iin hie dctomiensctnotaa ema 284 
Shipping statistics : 
1. Total monthly schedule i gt pct Sel cetacean ee eal aa ee aaa 91 
2. Shipped today 


0 
3. Shipped this month 


Shed ck nti igi hiciteiicccimesdtnsa ct acaba aig saint kana ad 91 
4: Tote?’ MOE Oe Cer a a a a ees Be eek 953 


Tube procurement status 


[In units] 


On order | Received | Put into | Scrapped | Balance on 





to date production | hand 

— — ‘a $$ |__| __ stile antag 
Cleveland oe w= 78, 500 14, 400 | 6, 156 556 | 7, 688 
Globe F i : - 0 0 |} 0 0 0 

Total 78, 500 14, 400 6, 156 556 7, 688 

' 

Tubes received: todiay Dace a nn oi oe ee ees es 0 
Tubes in transit 


a ar ee sora tes 0 
Production or shipping comments: 5,000 tubes to be shipped from Cleveland 
April 26 ; 9,100 tubes to be shipped from Cleveland May 10. (These are promises 
only.) 


Tentative production schedule (units) 


EOI Sees «3565S cn wicca 520) Getober 19067 .0.05--- ccs. 33 5, 000 
BM, BOG cies ster epicgte dial 700; November 1957_.......-__._-- 5, 000 
PRG ROG tic atntnsdaieeaon 2, 500 | Beemer OE a a os eicito ich ee 5, 000 
arte: DW eee SS Sas aioe 4, Geeleanuary 1906.................. 5, 000 
July 1957_.-_.._.--_-__.--.-.. §,000| February 1958.._____._____ 1, 743 
Angie NODE sci dacliaeas 5, 000 | osenaslia 
SER i a si ccc saith 5, 000 | Total contract............ 44, 263 


To be mailed daily whether or not any launchers are built or shipped. 
D. V. Strout, Be-Ge Division. 
Aprit 18, 1957. 
To: L. P. Richie, Chicago. 
P. R. Stolte, Chicago. 


C. R. Henry, Washington office (two copies). 
J. M. Graham, INSMAT, San Francisco. 


94005—57——_-38 


erngme 


Lb TOE 


a ERR NET TOSI FA? 
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ROCKET LAUNCHER DAILY REPORT (IN UNITS) 
Monthly building statistics: 


Sen Es ON science enibtoaniciascsbsitetinbaticattaaldeid ks 320 
A ns sceeesicrpcing naires capi cetassabinde Sita ds cienahliaetieblcndinn 0 
I sven Saclestaspiepencn Shs suiek de icanimiclb cocoon 226 
Be is OU ia istics h dicen cnincndinm 205 
Cumulative building statistics (total contract) : 
Ica TM II gs wasapitiacinShacnincsiad tb ta te bese cian ees aah nile he ae 378 
i, US ORRIN IO EO incssien nsininnsnicsinencasitnns tachi cs a aaa ead deeb en 362 
Shipping statistics: 
Baas ONIN RON EI csininsccincisnlich na nda china anaes allah tanadt tase 91 
OE, UN i hintaan aaa ahh Masel estan acon 0 
Sy MIRE RRAAID SUN ine hh aon alleen each mabe 91 
Be IE WO Ri EE alice incites abot dk ot lel 253 


Tube procurement status 


{In units] 





On order Received Put into | Scrapped Balance 


to date | production | } on hand 
—_ | saaoeaecin eesegteooiere rieceeeaaiia 
Cleveland___- : : | 78, 500 | 14, 400 | 7, 372 856 6, 172 
ibe idcicnicca. ee | 0 0 | 0 0 0 
Dl otis Se | 78, 500 14, 400 7, 372 856 6, 172 
_usee: cecelved today included above. 2. i cc ccc wm 0 
TR i a5 shih stint ee ac a ee ee ee re 0 


Production or shipping comments: Production delayed—inspection difficulties 
with Navy RIO to be resolved. 


Tentative production schedule 
{In units] 





RN I oc who sa cass tnigeteaenincs 320 | November 1957_........._.._ 5, 000 
Wn ke 700 | December 1957________________ 5, 000 
I NR a accion crs sven COO 1 SORGRTY NOG Rn einen 5, 000 
RN IN pc a cease eae eeetienneate 4,000 | Teoruary 19668... ......_. 5, 000 
NN 5,000 | March 1958_____-______-______ 1, 743 
September 1967... si. 5, 000 | — 

I NI Gc i ce eels 5, 000 | Total contract..........- 44, 26% 


To be mailed daily whether or not any launchers are built or shipped. 
D. W. Stout, Be-Ge Division. 
APRIL 25, 1957. 
To: L. P. Richie, Chicago. 
P. R. Stolte, Chicago 
C. R. Henry, Washington office (two copies). 
J. M. Graham, Insmat, San Francisco. 


ROCKET LAUNCHER DAILY REPORT (IN UNITS) 


Monthly building statistics: 


i ee OEY GONR ss ks oni neoniaallle dea ced 3820 

Ser Pe a a ay eek aaa 16 

I I RN I a he 326 

sepa UO iC CRIN TAN EMD BUNUN isis doesn kc dah ech ns es cnsiaomenmicmaaccbcaen 285 
Cumulative building statistics (total contract) : 

Irn i rN nian Oe 


da NO, OUND cn ibd nag cht cae dpc et ag tsa 442 
Shipping statistics: 
I ge I SUI UO aaa asics css nl esngh noetcninicbsd cktdmennien na enanainaie Sm: | 
Te II IIo isis a eg es 0 
Say ERIN, RUN RU nai rere nisin sense nonncneschek ia th hah bela eee te: 91 


4. Total shipped on contract__._-.--_______ a 











| 
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Tube procurement status 


]In units] 


| | | 

















Received Put into | Balance 
On order to date produc- Scrapped on hand 
| tion 
—E —_ _ --—— | —_—————————— | 
| 
Cleveland ___......_--- ou : 78, 500 | 14, 400 9, 167 | 1016 | 4, 217 
Globe-.- - she 0 | 0 0 | 0 0 
WR Sic cciaad a 78, 500 | 14, 400 9, 167 1 at 4,217 
Tubes received today inclu@ed above... cubnd..wesenewssnauesseiieeen 0 
"Bimteds: ime . Ceres sarees bbb Ds csninicn enna apne aligned 5, 010 


Production or shipping comments: 9,100 tubes scheduled for shipment from 
Cleveland, May 19, 1957. 


Tentative production schedule (units) 


BE SO getdate 320 | November 19067........:.......-. 5, 000 
WRT BE iin itd diccms canteen i 700 | December 1957 ................ 5, 000 
BE BI i cinittiiath ee eo TP. S| eee ._ 5,000 
\ fe See ee 4, 000 | February 1958__.._....______ 5, 000 
OS | rR Fabel ee 1, 743 
Beene ISS Tn Sok cmwiincs 5, 000 eee 
October 10S ios. eee 5, 000 Total contract... 44, 263 


To be mailed daily whether or not any launchers are built or shipped. 
D. V. Strout, Be-Ge Division. 
APRIL 10, 1957. 
To: L. P. Richie, Chicago. 
P. R. Stolte, Chicago. 
C. R. Henry, Washington office (10 copies). 
J. M. Graham, INSMAT, San Francisco. 


ROCKET LAUNCHER DAILY REPORT (IN UNITS) 


Monthly building statistics : 


1, POR SRE : MORAINE fe dite nkinrcctntniinned~e ddan 320 
Bix RUE. CR eens ri ecier ends ee am ciaeieiaisaeenaneatiiamei 1 
Tig: RIE (CRI OMI Sas ictiatecnat acacia ee hinnictitihe bites aitiile wlheusposdiaeaniaaiaeaaiaaan ean 368 
A, SACRO LG : Cli GI I ii cites a cicsditn enn eeinaicinetiieiaieianall 332 
Cumulative building statistics (total contract) : 
Ri. “CRA TINS BO ile sets pa celtccinnen aniseed 520 
i>, OCR MROERNE CO Qi teiiccsites Gs Sire es cashes we bts ane nlinte iad: de ae 488 
Shipping statistics: 
2; BOGE GOREN BERRI sis ceri aciek ine cieiiinnusie cence 91 
aos ERRNO, COIR ick sighs ic ic encroach ede aia scene ieaaa 0 
Oc: OG GENE SIGN ed. citi ceisccsqcccdk cnt amin aban 91 
4. Total: GOR: OU: CORI N s i etiteeen demu deeded 255 


Tube procurement status 


{In units] 


+ Onorder | Received Put into | Scrapped | Balance 





to date | production on hand 
GN ais nidisknstclnnddisGeda 78, 500 14, 400 9, 965 1, 096 3, 339 
I Sih sentir keel cei eeaelitas! 0 0 0 0 
inne cecusincsannskeneenin 78, 500 14, 400 9, 965 1, 096 3, 339 





. 
. 
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Tubes received today included aboveso oan sel. 0 
I a a eee 5,010 


i | ee 


Tentative production schedule 


[Units] 
ee ae. eee S20) November. 1007 .cs nnn cncnn 5, 000 
May 1957____-- been Ti) | SPOCETINCE C908 cine 5, 000 
ee aot ee 2; DOO PERRET Teint eccied 5, 000 
URN en ba coe ce icescic 4,000} Rebrusry. 2906s eine 5, 000 
I ae cts cnn mice DOD | ERROR Leee se oe eee 1, 743 
september 1067... .c-c2nnc- 5, 000 ———— 
CUNO? BGO ta cancccusuns~ smn, Sy ORO Dotal. .contract...c225..8 44, 263 


To be mailed daily whether or not any launchers are built or shipped. 
D. V. Srout, Be-Ge Division. 


Bre-GE MANUFACTURING Co., 
Gilroy, Calif., May 17, 1957. 
UnITED STATES NAvY PURCHASING OFFICE, 
Washington, D. C. 
Attention : Contracting officer. 
Subject: 
Subject : Contract N600 (A) 42125. 
Gentlemen: Award for contract N600(A)42125 was made on June 7, 1956. 
Delivery schedule was as follows: 


1956: 1957 : 
I sas sachsen tain an mec 150 | Pe. eka ee __. 5,000 
eee ees 1, 000 BT NOINS G5 ao ds ceeasnpites acaind 6, 000 
a 1, 000 a 8, 006 
IE is casein ceca Sn 3, 000 POU a ccccscipieh ee aebhetnes poten 8, 000 
TN nite eaoneeiceioraelite cgmgaemreneneatie 8, 000 
SID ss ccliscte hres ke Dov iceoiinsamharaaghe 5, 118 


The August date was based on bid date of April 13, 1956; however, in accord- 
ance with paragraph 1 (b) of the clause “preproduction samples” on page 4 of 
the contract schedule, revision No. 2, dated July 13, 1956, was issued as follows: 

Delete: “August 1956 through June 1957” and insert: “October 1956 through 
August 1957.” 

These dates were presumed by all parties concerned to be close but realistic 
and Be-Ge diligently pursued all the requirements necessary to meet the delivery 
dates as required. 

Engineering research, tooling producers, and subcontractors discovered draw- 
ing errors that prohibited manufacture of components and final assembly of the 
Aero 7D. 

Subsequently, it was discovered other elements affecting manufacture of ac- 
ceptable Aero 7D packages existed. 

Monthly reports of progress have been submitted by us to NPO, Washington, 
D. C., through INSMAT, San Francisco. The first two reports indicated orderly 
progress of preproduction. 

However, September 10, 1956, we were galvanized into action by fast develop- 
ing evidence of insufficient stability of design. 

We refer you to portions of our monthly report enclosed herewith, rather 
than attempting to restate the information herein. 

Since revision No. 2, no action has been taken toward changing the delivery 
schedule of the contract in order to make it consistent with present realities. 
Such present realities could not have been known to either party of this contract 
at the time of bid and/or award. 

We are, nevertheless, concerned that the delivery date as presently stated could, 
under certain circumstances, be made to appear in default. 

We, therefore, request that consideration be given to an extension of delivery 
dates consistent with current known facts. 


‘ 
' 
‘ 
' 








| 
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We are immediately available for discussion of this subject at any time 
convenient to your office, and will be happy to furnish any additional information 
we can to assist you. 

Very truly yours, 
D. V. Stout, 
Vice President and General Manager. 


Contract N600(A)42125 
Br-GE MANUFACTURING Co., GILROY, CALIF. 
(Attachment of page 1 of DD Form 375; report month, April 1957) 


No. 6 of section IIT 


Department of Commerce Form DMS-4A, Application for Allotment for Class 
A Products, detailing basic material requirements of subcontractors furnishing 
components for the launcher assembly, has to date not completed necessary 
processing to the point of enabling INSMAT, San Francisco, to which office the 
application was submitted, advising as to results of the application. 

Argon gas.—Were advised by Bureau of Aeronautics dispatch 172110Z to 
extend rating DOD-9 and that April requirements for argon gas was to be filled 
in accordance with an agreement between the supplier and the Business and 
Defense Services Administration order M108 dated March 21, 1957. 


Nos. 8 and 9 of section III 


Be-Ge Manufacturing Co. representative visited the Cleveland Container Co., 
Cleveland, Ohio, regarding delivery on purchase orders Nos. 26287 and 28885. 
The following shipping schedule was established : 

5,010 pieces April 24. 
9,100 pieces May 10. 
4,000 pieces May 17. 
4,000 pieces May 24. 
5,000 pieces May 31. 
5,000 pieces June 8. 
5,000 pieces June 15. 

All efforts to improve on the above schedule will be made. Mr. Rucknian, 
Cleveland Container Co., considers the above schedule realistic. The maximum 
of 20,000 tubes per month cannot be improved upon with the present facilities. 

An additional order of 50,000 tubes will be placed with Cleveland Container, 
making a total of 128,500 tubes ordered. 

Be-Ge representative also worked out some of the difficulties of inspection and 
certificate of compliance requirements. 

Taking the supply of tubes into consideration, production of the launcher 
will be increased to 35 units per day for the month of May. As increased 
supply of tubes become available, production for June will be increased ac- 
cordingly. 

Experimental work continuing on second source of supply of tubes. Launchers 
for test firing of tubes should be available by the week of May 13. 


Be-GE MANUFACTURING Co., GILROY, CALIF. 


(Attachment of page I of DD Form 375; report month, March 1957) 


No. 6 of section III 


Department of Commerce Form DMS-4A, Application for Allotment (or 
Statement of Requirements) for Class A Products, detailing basic material 
requirements of subcontractors furnishing components for the launcher assem- 
bly, has to date not completed necessary processing to the point of enabling 
INSMAT, San Francisco, to which office the application was submitted, advis- 
ing us as to results of the application. 

Argon gas, a requirement for welding operations on the Aero 7D, has to this 
point been supplied to us by the Pacific Oxygen Co., of 2205 Magnolia, Oakland, 
Calif. The supplier has advised us that he must now require a Government 
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directive to be able to continue serving us. Strike in the gas production in- 
dustry has resulted in short supply of argon gas, and all orders being filled will 
require that the purchaser obtain the necessary directive. We are, therefore, 
preparing the Department of Commerce Form NPAF-138, revised, to accom- 
plish our receipt of this directive at the earliest date. 


Nos. 8 and 9 of section III 


Last October 1956 we received 5,800 tubes as a partial shipment against our 
order No. 26287. These were inspected and approximately 5 percent were 
scrapped because of excess warpage, length, chamfer, location of punched 
holes, and/or, excess dimensions on 1.D and O.D. 

The above quantity was used to produce 150 preproduction samples and after 
testing and authorization to produce from NPO 119 more were produced and 
we were forced to shut down. 

After long delays occasioned by character changes in the tubes, INSMAT, 
Cleveland, was able to pass 8,700 more tubes. These arrived in Gilroy on 
April 2, 1957. 

Prior to their arrival we talked to Mr. L. C. Ruckman, vice president of 
Cleveland Container Co., on March 27 and 28. He advised us the 8,700 were 
en route but they had not begun production on the next 14,100 tubes. He 
said he was meeting with Cleveland INSMAT to discuss inspection procedure. 
This meeting was March 29. Mr. Ruckman told us they could not hold the 
dimensions on O.D. and I.D. We asked how they were inspecting and he 
told us they were using a micrometer and taking readings at 90° and dividing 
by 2. We recommended using a plug gage for I.D. and using a ring gage or 
micrometer for O.D. 

Mr. Ruckman wanted Navy to inspect their tubes at intervals of not less 
than 2 weeks and that Navy’s inspection be final. 

Mr. Ruckman said they would begin production on Monday, April 2, at a 
rate of 500 per day and ship every 10 days (less than carload lot) until they 
could build up to 10,000 every 10 days for a carload shipment. We advised we 
were sending another order for 50,000 tubes to permit orderly buildup of their 
production. 

On April 8 Mr. Ruckman called to advise that they had not started produc- 
tion because: 

1. Invoice for tubes received April 2 was not paid as of April 8. 

2. His company took exception to “dynamic strength” requirement of section 
4.3.4.4. 

3. His company took exception to “workability” requirement of section 3.4. 
They punch after curing only. 

4. His company refuses to supply a certificate of compliance. 

5. To produce 50,000 tubes a month, their maximum capacity, they require a 
minimum order of 400,000 tubes. 

With a second call to Mr. Ruckman on April 8, we obtained his agreement to 
begin production immediately on the basis of 500 tubes per day 6 days per 
week—5,000 of the 14,100 yet due on order No. 26287 dated July 25, 1956, to be 
ready for shipment April 19 and the balance of 9,100 to be shipped May 10. 

They will be able to produce 20,000 tubes per month beginning May 13 against 
our order No. 28885 of April 5, 1957, requiring 50,000 tubes. 

These dates are not good for our production requirements. We are holding 
to 16 launchers per day production to make the tubes last and to avoid another 
shutdown and layoff. 

We will continue to try for improvement of delivery dates. 5 

Meanwhile we are continuing experimental work on a second source for 
acceptable tubes. Our people have been devoting full time to this development 
and we are scheduled to have our next samples for test by April 29. 


Contract N600(A) 42125 


Bre-GE MANUFACTURING Co., GILROY, CALIF. 


(Attachment to page 1 of DD Form 375; report month, February 1957) 


No. 6 of section III 

Department of Commerce Form DMS—4A, Application for Allotment (or 
Statement of Requirements) for Class A Products, detailing basic material re- 
quirements of subcontractors furnishing components for the launcher assembly, 
has to date not completed necessary processing to the point of enabling INSMAT, 
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San Francisco, to which office the application was submitted, advising us to 
results of the application. 


Nos. 8 and 9 of section ITT 


Our supp'y of tubes on hand, the remainder of the tubes which were procured 
for production of the 150 prototype launchers, has been completely exhausted 
to date, and production will be suspended upon completion of final assembly of 
units now in process of assembly. 

An additional quantity of tubes, approximately 8,500, has been at the sup- 
plier’s for some time, but we are advised now that these tubes have not been 
shipped, and the supplier will not be in a position to ship them until inspection 
of the tubes has been completed by the inspector of naval material at Cleveland. 

The Globe Container Co. at San Carlos, Calif., has produced a tube which is 
being perfected, and is within requirements of applicable specifications called 
for on drawing 54A46C240, which specified the tube required for use in the Aero 
7-D rocket launcher package. It is expected that the Globe Container Co., can 
begin production of their tube within the near future, and they will be able to 
produce sufficient quantity to meet our requirements. However, until such time 
as Globe is in production, the Cleveland Container Co. is the only source of 
tubes for use in our assembly, and action to make the Cleveland tubes on hand 
at Cleveland available to us is necessary for use to resume operation. 


Contract N600 (A) 42125 
Bre-Ge MANUFACTURING Co., GILROY, CALIF. 


(Attachment to p. 2 of DD Form 375; report month, January 1957) 


TUBES 


Since August of 1956 tubes have been a major obstacle to the satisfactory solu- 
tion of high quantity production of the Aero 7—D launcher required by contract 
N600 (A) 42125. 

Substantially all engineering inadequacies existing in the design of the Aero 
7-D at the time of original bid and award have been resolved by Be-Ge Manu- 
facturing Co. and collaberated in with NOTS China Lake, INSMAT San Fran- 
cisco, BuAer and Avionics at Washington, D. C. Not all of the changes resolved 
have been finalized in accepted form but, generally, lack of finalization is not 
hampering production on the production basis required, except tubes as described 
on print No. 54A46C240 and contract specifications thereof. 

Print No. 54A46C240 refers to the tube as producible by the Cleveland Con- 
tainer Co., Cleveland, Ohio. 

During August 1956 a representative called on Cleveland Container Co. to 
appraise their facility and learned that they did not have capacity to produce 
the tubes in quantity to meet the requirements of the contract. As late as Jan- 
uary 1957 we were advised by principals of Cleveland that though they were 
presently producing a minimum quantity of tubes they were capable only of ex- 
panding production to 50,000 tubes per month. This contract requires 100,000 
per month on the present adjusted basis. 

During July 1956 we began a systematic survey of potential tube manufac- 
turers. We developed the following potentials: 


1. Van Brode Milling Co. 4. Globe Container Co. 
2. Plastics Laboratory, Inc. 5. Century Engineers, Inc. 
3. National Fireworks Co. 6. Tube & Cores Co. 


1. Van Brode have not as yet produced a tube for testing though they have 
deposited funds with NOTS for test-firing expenses. 

2. Plastic Laboratory has not produced a tube for test firing as yet, though 
we understand from their president, Mr. Chase Donaldson, they are still interested 
in a tube not conforming to O.D. dimensions. 

3. National Fireworks Co. have produced sample tubes. They meet all re- 
quirements but O.D. Their samples were too large for assembly. The max- 
imum O.D. for assembly, without room for glue, is 3.080 inches. The samples 
were 3.060 inches. National Fireworks is not desirous of producing tubes. They 


prefer to supply impregnated craft and license the use of the tube on a per foot 
basis. 


| 
| 
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4. Globe Container can meet the specifications except that as of this date they 
have not been able to qualify on the single firing test. An improved tube is to be 
delivered February 5, 1957. We will assemble two launchers for test firing in 
package and in single firing. These firings are scheduled at NOTS February 7-8, 
1957. 

5. Century Engineers have, we understand, successfully fired their tubes at 
NOTS in a package. However, they have not met requirements of compressive 
strength, water absorption, etc. 

6. Tubes & Cores Co. came on the scene only this month and are presently 
studying the print and specifications. 

At the time these tube people were test firing unsuccessfully we sent Cleveland 
tubes out to two independent laboratories for specification data. It was found 
their tube could not meet requirements of compressive strength, water absorption, 
and straightness. 

Specifications have since been altered but on October 16, 1956, in meeting with 
personnel of NOTS, INSMAT, Cleveland INSMAT, BuAer, and Avionics we 
were advised by Cleveland Container that they would supply a tube identified as 
“Clevelite L—20,” of commercial quality rather than a tube to the specifications. 

As of that date we had approximately 5,800 Clevelnd tubes on hand. As of 
October 16 waiver was granted to use these tubes for 150 preproduction samples 
subject to assembly. 

As of this date a request is on file at BuAer for continuation of waiver to cover 
approximately 2,000 tubes on hand and 28,500 more from Cleveland. Of this lat- 
ter quantity 8,500 are available for shipment and raw material is on hand for 
the balance of 20,000. 

This request was made to permit production start and concurrent time for 
further tube development. 

Summarizing tubes, we at Be-Ge and Oliver Corp. are confident satisfactory 
tubes can be produced. The stumbling block is and has been the initial cost 
required for a noncommercial end item with an unknown potential. 

We have a plan developed and will present it soon for your separate considera- 
tion. 

The Navy Department should also be aware of the long delay between contract 
award and production date. This contract was awarded June 1956 and the time 
between then and now has placed unintended and unanticipated strain on sub- 
contractors particularly. 

Steel, aluminum, wood, and components are accumulating in staggering pro- 
portions and subcontractors are looking to us to underwrite them. 

Urgent action is again asked. 


Contract N600 (A) 42125 

Be-GE MANUFACTURING Co., GILROY, CALIF. | 

(Attachment to reverse side of page 1 of DD Form 375; report month, December 
1956) 


PRODUCTION STATUS AND DIFFICULTY NARRATIVE 


Engineering orders Nos. 37, 38, 39, 42, 65, 75, 76, 77, and 78 through 100, which 
have been issued to correct drawing or design deficiencies are as yet not approved, 
and are necessary of accomplishment to allow releasing revised drawings for 
suppliers’ production runs. 


No. 4 of section III 


United States Department of Commerce Form NPAF-138, Request for Priority 
Assistance, issued to secure assistance in improving supplier’s delivery schedule : 
of welding equipment, has not resulted in improvement. Subsequent to issuance 
of request forms the supplier has notified us of further delay in delivery over 
and above the date that prompted us to seek assistance. The items involved are i 
standard end pressure weld lathe, required for circumferential weld betwern i 
the aluminum skin and the retainer rings at each end of the launcher assembly, 
and a standard mandrel type seamer, required for the seam weld of the aluminum 
skin. Latest report from the supplier—the Panjiris Weldment Co. of 5151 


' 
Nos. 1 and 2 of section IIT (also applies to Nos. 8 and 9 of section IIT) | 





Northrup Avenue, St. Louis 10, Mo.—is that delivery of the end weld lathe cannot 
be expected before February 18, 1957, and delivery of the seam welder cannot 





wre Ww 
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be expected before January 18, 1957. Both of these welding machines are 
requirements for meeting delivery schedules. 


Nos. 8 and 9 of section III 


Department of Commerce Form DMS-4A, Application for Allotment (or State- 
ment of Requirements) for Class A Products, detailing basic material require- 
ments of subcontractors furnishing components for the launcher assembly, has to 
date not completed necessary processing to the point of enabling INSMAT, San 
Francisco, to which office the application was submitted, advising us of results. 
We expect some suppliers to experience difficulty in securing necessary quan- 
tities of steel to meet delivery schedule in the first quarter of 1957. 


No. 11 of section IIT 


The balance of 120 of the 150 prototype launcher units which are for shipment 
to Shumaker, Ark., being prepared for shipment on December 27 or 28, will not 
be shipped before January 4, 1957, as a result of necessity for determining that 
leaks do not exist in any of the units. All completed units had been tested by 
the pressure retention test with 5 pounds per square inch for 30 seconds. No 
leaks were detected by this method. Naval inspection opinion that complete 
assurance of absence of leaks was only possible of determination by immersion 
test has resulted in 100 percent test for leaks by immersion, with detection of 
some minor leaks in insert welds, circumferential welds, through receptacle 
assemblies within the insert, and at the seal ring. These leaks developed with 
5 pounds per square inch, and as far as weld leaks are concerned could normally 
be stopped by the grease pencil used to mark their location. In the case of leaks 
at the seal rings, the leaks could be stopped by use of another cover assembly. 
One unit with a leak at the seal ring, in one of the insert welds and at one spot 
on the circumferential weld, was tested with 5 pounds per square inch for 30 
minutes, and the loss of pressure was barely detected on the gage, and was less 
than one-tenth of 1 pound during the half-hour period. 

Contract N600(A)42125 requires that item 1 of the contract, the rocket 
launcher package, Aero 7D, shall be manufactured in accordance with specifica- 
tion MIL—R-19168 (Aer). This particular specification states in Paragraph 4.5— 
Tests ; Subparagraph 4.5.1.3—Pressure Retention Test: A suitable air connection 
shall be installed in the face of the test launcher shipping end. Saturated water- 
soap solution shall be liberally brushed over all seams and closures, after which 
air shall be introduced to create approximately 5 pounds per square inch for 30 
seconds. Evidence of air leakage by escaping air shall be cause for rejection. 

Contract delivery schedule for the first 150 launcher assemblies during the 
month of October 1956, was later extended to November 30, 1956, in meeting held 
with representatives of BuAer and Avionics at Gilroy on October 16, 1956. 
Delivery, however, of the final units of the first 150 is presently estimated as 
January 4, 1957. Late delivery has primarily resulted from necessity for clari- 
fication of details of drawings supplied under the contract. Approximately 50 
engineering changes were initiated by us to enable suppliers to produce subcon- 
tracted components of the assembly, as well as to secure items capable of 
assembly. As an example, basic deficiencies existed in the following: 


Drawing No.— Description 
| es ee ee eee ee EES te Re Detent. 
Ca Si chk, eb nce sneered ee Seal. 
DN 60 dic eh ae eee Gi a ee Se eee ee Retainer ring. 
DE setts tens cancer sania aaa it a Fairing band. 
in nis cit Wbis sci en es ace tea dee ee Intervalometer. 


Detent, seal, and intervalometer are still under investigation for development 
of these items to the point of complete acceptability of design. 

In addition to the above basic difficulties referred to in paragraph 1 abeve, 
difficulties arose in the use of wood filler blocks, bulkheads, and corrected 
retainer rings, produced to applicable drawings, in their use with the oversize 
“Clevelite” tubes supplied to us by Cleveland Container Co., which were used 
on the basis of ability to assemble. 

Difficulties and necessity for clarification of drawing details delayed sub- 
contractors in securing tooling and dies in many instances, which did not enable 
them to meet our requirements for assembly of the first 150 units within terms 
of contract delivery schedule, and it has been within the last week of December 
that delivery of subassemblies and components has been accomplished in suffi- 
cient quantities to permit completion of final assembly of undelivered launchers. 
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We are at present awaiting laboratory tests results of tubes manufactured by 
a potential supplier of tubes, the Globe Container Corp., of San Carlos, Calif. 
Other possible sources have not as yet presented a tube to the specifications 
required, and laboratory results on the Globe Container tube will determine 
the success of that company in manufacturing a tube that will be acceptable 
for use in the rocket launcher package, Aero 7D. 





Bre-GE MANUFACTURING Co., 


Gilroy, Calif., September 10, 1956. 
DEPARTMENT OF THE NAVY, 


United States Purchasing Office, 
Washington, D. C. 
Through Inspector of Naval Material, Post Office Box 3364, San Francisco 19, 

Calif. 

Subject : Contract N600(A)42125, Aero 7D, rocket launcher. 

GENTLEMEN: This letter is to specifically call your attention to our Monthly 
Production Progress Report—DD Form 375, for the month of August 1956. 

The magnitude of problems confronting production in conformance with the 
terms of this contract began unfolding during the last week of August and 
the first week of September. If we were to hold to cutoff dates respective to 
reports, we might be guilty of reporting irrespective of the serious nature of 
facts, either known to us or reasonably anticipated by us, that are detrimental 
to the interest of both ourselves and the Department of the Navy. 

Therefore, our report is reasonably tardy (2 days), and this letter is of vital 
importance. 

1. The request for supply of this end item, Aero 7D launcher, by the Depart- 
ment of the Navy and our acceptance of the responsibility of supplying this 
item had to be, of necessity, based upon the assumption that the end item was 
sufficiently stable in design to permit performance of the contract within the 
delivery dates specified. Everything being equal, this was a logical assumption. 
However, delivery of the end item cannot be accomplished within the delivery 
schedules as set forth in the contract. 

(a) Samples (150) cannot be produced before November 1956, and then only 
contingent upon the expeditious action consistent within the terms of the 
contract. 

(b) In direct relation to the starting date and eventual maximum production 
of 8,000 per month, the terminal date may have to be adjusted. Every human 
effort we possess will be exercised to compensate for this possibility. 

2. At least 50 engineering orders, as of this date, are in process. To permit 
manufacture and assembly of an acceptable end item these changes must be 
resolved. 

3. Our production planning, our ordering of components and some capital 
expenditures, and tools and dies in progress, have been delayed and/or halted 
by the time required to determine the inadequacy of drawings and for 
specifications. Though design engineering was not a contracted element of 
N600(A)42125, our engineering department will soon have expended in excess 
of 800 hours of engineering time. - 

(a) Drawings and specifications had to be doublechecked in order to establish 
a norm. 

(b) Four times scale drawings had to be made. to check assembly and inter- 
changeability of all parts. 

(c) Approximately 60 hours of time has been expended by our engineering 
personnel going over these problems with personnel of INSMAT of San Fran- 
cisco and/or personnel of NOTS of China Lake. 

4. Although all engineering discrepancies have not as yet been uncovered, 
we are about 75 percent complete in our engineering survey. 

5. The major obstacles to production per schedule, are: 

1. Tube—Cleveland Container Co.—only qualified supplier. 

(a) Their facility is inadequate to meet delivery requirements of this contract 
(refer our letter on this subject of August 28, 1956). 

2. Following inspection of first quantity of tubes received for sample units 
by ourselves and INSMAT, it appears doubtful that their tube can meet speci- 
fications as called for in this contract. 
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3. Seal ring, drawing 54A46C0244.—BuAer, through INSMAT, put a hold on 
our purchasing according to print and specification as of August 16, 1956. This 
is not yet resolved. 

4. Fairing container, drawing R-5.—Continental Can Co. has stopped their 
production because of conflict between drawing and specifications. Navy speci- 
fication raised the point of nonacceptance at time of inspection at Gilroy. 

5. Requirement to solder cadmium plated parts.—This is contrary to accepted 
practices known to us and others of whom we have inquired. 

This letter is not intended to accurately list all discrepencies that obstruct 
delivery compliance. Rather, it is to inform you of the urgency we recognize, 
to establish known facts, and to transmit this information to you in sufficient 
detail to evoke your confidence and cooperation in resolving these problems. 

We have been, and still are, scouring every source possible for supply on this 
contract. INSMAT has been very cooperative in this effort. Presently, we 
have four interested sources, plus our own company, for supply of the launcher 
tubes. In each case, however, none has a facility capable of required pro- 
duction. A facility is involved. Again we refer you to our letter of August 
28, 1956. This question should be resolved immediately. 

We have spent a sizable amount of money in facility, time, and ingenuity 
to accomplish our part of this contract. The challenge is greater than either 
party bargain for—accomplishment of the job is paramount. 

Technically we are bound to all phases of the contract, not especially, but to 
mention a few sections, are: 

1. Invitation and bid.—Pages 3 and 4. Preproduction samples, subsection (c), 
“no substitutions or deviations from the specifications will be permitted unless 
such change is specially approved in writing by the contracting officer.” 

2. MIL—R-19168 (Aer) January 19, 1955.—Paragraphs 3.1, 3.2, 3.3, 3.6, 3.7, 
4.6, 6.2. Working with BuAer personnel, INSMAT personel, and NOTS per- 
sonnel, we have joined with them in spirit to expedite this problem which is com- 
pounded series of problems. It has not been the desire of any of us to jeopardize 
Be—-Ge’s position by prompt and cooperative action; however, we are extremely 
concerned by our close proximity to any such jeopardy. At some immediate 
point we must have action to “clear decks” and proceed upon a program con- 
sistent with the requirements of the contracting officer and the contractor. 

Very truly yours, 





D. V. Strout, 
Vice President and General Manager. 


UNITED STATES NAVAL ORDNANCE Test STATION, 
China Lake, Calif., May 24, 1957. 
From: Commander, United States Naval Ordnance Test Station. 
To: Chief, Bureau of Aeronautics. 
Subject: Aero 7D Be-Ge Manufacturing Co. launchers; information on. 

1. Pursuant to telephone conversation request by Mr. Lee Morgan, code Aer- 
AV-3445, the following distribution and performance data on subject launchers 
is forwarded: 

2. Distribution to date: 


Lot No. 1: 
(a) Ten to Dayton T. Brown Co., December 6, 1956. 
(b) Two to NOTS, China Lake, December 6, 1956. 
(c) Twelve to BAR, North American, Columbus, Ohio, December 10, 1956. 
(d@) Two to Dayton T. Brown Co., December 12, 1956, containing special 
detents. 
(e) Four to BAR, Douglas Aircraft, El Segundo, December 17, 1956. 
(f) 120 to NAD, Shumaker, Ark., January 5, 1957. 
(g) Total, 150 launchers. 
Lot No. 2: ° 
(a) Twelve to NOTS, China Lake, February 26, 1957. 
(b) Five to NOTS, China Lake, March 22, 1957. 
(c) Fifty to fleet gunnery unit, NAAS, El Centro, March 22, 1957. 
(d) Thirty-six to USAF, Air Force Armament Center, Eglin Air Force Base, 
Fla., April 3, 1957. 
(e) Total, 103 launchers. 
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3. Performance data on the above launcher has been submitted by the recipients 
in previous correspondence. Of the 2 launchers, lot No. 1b, shipped to the Naval 
Ordnance Test Station, 1 is now used for display purposes; the other was flown 
on an AD-6 aircraft for 10 hours and then fired from an F9F-8 jet aircraft. It 
was then transhipped to Dayton T. Brown Co. for further tests. Twenty of the 
120 units of lot No. 1f shipped to the Naval Ammunition Depot, Shumaker, were 
transshipped in a loaded condition to the Naval Ordnance Test Station, China 
Lake; all operated satisfactorily. 

4. Four of the 12 units, lot No. 2a, and 3 of the 5 units, lot No. 2b, received at 
the Naval Ordnance Test Station did not completely fire out during air firing. 
This was determined to be caused by the aircraft stepper switch being set to 
deliver too short a firing pulse. Immediately after the aircraft failed to fire the 
three units, the units in question were ground fired, without any corrections or 
modifications to the packages. All the unfired rockets fired satisfactorily, thus 
substantiating the cause of the failure being in the aircraft. 

5. One of the units shipped to the fleet air gunnery unit, lot No. 2c, returned 
from an air firing flight with one rocket remaining unfired. Inasmuch as no 
ground firing facilities were available at the fleet air gunnery unit, it is presumed 
that the same condition occurred during the attempted air firing, i. e., insufficient 
aircraft firing pulse timing. 

6. Ten units from lots Nos. 2a and 2¢ have not been fired and are being held at 
the Naval Ordnance Test Station, China Lake, for planned tests. No reported 
malfunction of the 36 units shipped to Eglin Air Force Base, lot No. 2d, has been 
received at this activity. 

7. Acceptance was made of lot No. 2 in accordance with Bureau of Aeronautics 
instructions, strictly on the basis of performance. Environmental tests were 
waived because of the urgent requirements of the launchers for scheduled Navy 
and United States Air Force programs. 

8. It is requested urgently that 25 units be shipped to this activity from the 
Naval Ammunition Depot, Shumaker, Ark., from lot No. 3. These units are to be 


used to complete both ground and air firing tests of the production launcher for 
NavOrd reporting purposes. 


H. T. Loree 
(By direction). 
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*mly 265 wuiits heve bees shipped to date. 
The figures shown on line "D", eolims *p* 
and "2" represent mits built to date, 
WOT OHITE BHIPPoD. 


Nun receipt of anewer to A pplication for Alfotment for’ Clas# "4" products does not 
represent a delay factor to date. Supject wsterials have bean evailaife on the 
warket, however, non raceint of the alletwent my begeas.a delay factor if the 
materials eitustion showld tighten, Re Mia: 
fhe Argon Gas is not considered a delay factor, ~The contractor was shle te procure 
; wufficient gas pending receipt of In rating» , : 


13 May 3 J,M, GRAMAN, By direction of IM, SF.‘ 
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Contract N600(A) 42125 
Be-Ge MANUFACTURING Co,, GILRoy, CALIF. 


(Attachment of p. 1 of DD Form 375; report month, March 1957) 


No. 6 of section ITT 


Department of Commerce Form DMS-4A, Application for Allotment for Class 
A Products, detailing basic material requirements of subcontractors furnishing 
components for the launcher assembly, has to date not completed necessary proc- 
essing to the point of enabling INSMAT, San Francisco, to which office the 
application was submitted, advising as to results of the application. 

Argon gas.—Were advised by Bureau of Aeronautics dispatch 172110Z to 
extend rating DOD-9 and that April requirement for argon gas was to be 
filled in accordance with an agreement between the supplier and the Business 
and Defense Services Administration order M108 dated March 21, 1957. 


Nos. 8 and 9 of section IIT 


Be-Ge Manufacturing Co. representative visited the Cleveland Container Co., 
Cleveland, Ohio, regarding delivery on purchase orders Nos. 26287 and 28885. 
The following shipping schedule was established : 

5,010 pieces April 24 
9,100 pieces May 10 
4,000 pieces May 17 
4,000 pieces May 24 
5,000 pieces May 31 

5,000 pieces June 8 

5,000 pieces June 15 

All efforts to improve on the above schedule will be made. Mr. Ruckman, 
Cleveland Container Co., considers the above schedule realistic. The maximum 
of 20,000 tubes per month cannot be improved upon with the present facilities. 

An additional order of 50,000 tubes will be placed with Cleveland Container 
making a total of 128,500 tubes ordered. 

Be-Ge representative also worked out some of the difficulties of inspection 
and certiticate of compliance requirements. 

Taking the supply of tubes into consideration, production of the launcher 
will be increased to 35 units per day for the month of May. As increased sup- 
ply of tubes becomes available, production for June will be increased accordingly. 

Experimental work continuing on second source of supply of tubes. Launch- 
ers for test firing of tubes should be available by the week of May 13. 





DEPARTMENT OF THE NAvy, 
INSPECTOR OF NAVAL MATERIAL, 
San Francisco, Calif., June 19, 1957. 
BE-GE MANUFACTURING Co., 
Gilroy, Calif. 

GENTLEMEN: You are hereby notified that delivery of the following items 
required by contract N600(A)42125 has not been received in accordance with 
the contract delivery schedule: 

Rocket launcher package, Aero 7D, 44,263 each delivery, August 1956 through 
June 1957; balance, 44,010 each. 

You are requested to notify the contracting officer via this inspector in writing 
(11 copies) not later than May 29, 1957: 

1. The reason for such failure to deliver, including any excusable delay which 
may have been encountered by you, within the meaning of the contract’s “defau!t” 
or “excusable delay” clause and the nature and extent thereof. 

2. Anticipated date when delivery will be made. 

This information is required by the contracting officer in order to determine 
what action in respect to continuation or termination of the contract is appro- 
priate. Accordingly, you are urged to give this request your immediate attention. 

Very truly yours, 
A. H. HERsTEpT 
(By direction of the Inspector of Naval Material). 
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APPENDIX 2 


Arr Force Proposan To Procure Arro 7D Rocker LauncuHERs, 
DrcemBer 1956-January 1957 


DECEMBER 9, 1956. 
From: Comdr, AFAC, Eglin AFB, Fla. 


To: Comdr, AMC, WPAFB, Ohio. 


For MCPEAAM. The following questions are answered as per telephone con- 
versation with Capt. Thurman Dec. 6, 1956. Question 1. Is any external ex- 
pendable rocket launcher developed by the Navy for the 2.75-inch rocket suitable 
for Air Force use on the F—-100? If not, why not? Answer: At the present time 
the FAC cannot definitely recommend any Navy launcher to suitable for use on 
the F—100 series aircraft until these items have been tested on Air Force aircraft. 
Accelerated tests of Aero 7—D on F-100C aircraft will be conducted at AFAC 
immediately. Information as to suitability of Navy version of Aero 7—D should 
be available within 2 weeks after receipt of test items. First launchers avail- 
able are being airlifted Dec. 7, 1956. Question 2. 7-43 specifications on any 
such launchers available and adequate for competitive bidding? Answer: It is 
assumed above reference is to Aero 7—-D launcher. Specifications and drawings 
are available from the Navy and as such should be acceptable for use by the Air 
Force in competitive bidding. The quickest way of getting Aero 7—-D launchers 
will be to execute a MIPR to the Navy to extend the current Navy contract. 
Question 3. If either of the questions above are answered in the negative, when 
can AFAC supply specifications on any such items which are adequate for com- 
petitive bidding? Answer: The AFAC cannot supply specifications adequate for 
procurement of MA-8 launchers unless produced by Century Industry Corp. 
The specification for the Navy product are available from the Navy upon request. 
The specifications for improved versions will be available at the completion of 
testing by AFAC. Question 4. Is it the opinion of AFAC that the state of the 
specifications of the MA-8 launcher is such that procurement of additional 
quantities of MA-38 should be confined to Century Industries? Answer: Yes; 
the results of the Weatherhead Co.’s effort to build the MA-3 launcher without 
knowledge of detailed fabrication technique indicates the difficult task required. 


JANUARY 2, 1957. 
From: COMAFAC, Eglin AFB, Fla. 
To: RJEDWP, Comdr AMC, WPAFB, Ohio. 
Information: RJEPYB, Comdr ARDC, Balto., Md. 


For MCPE. For RDTDAG. Re PHONECON between Gen. Thurman and Col. 
Romig Dec. 31, 1956. Testing to date indicates present Aero 7—D rocket launcher 
unsatisfactory for Air Force use on F—-100 C and D aircraft. Launchers experi- 
ence crushing of nose fairings in flight. Minor modifications to present Navy 
drawings and specifications are required as follows to provide an interim item 
satisfactory for Air Force use: 

1. Modification and relocation of the electrical connector. 

2. Stiffening of the sway brace area. 

3. Strengthening of hose fairings. 

Modified specifications and latest Navy production drawings will be furnished 
your Hq. within 2 weeks for procurement of an interim item. Two courses of 
action are recommended in their order of desirability as follows: 

1. Issue an MIPR to the Navy for sufficient quantity of launchers, incorpo- 
rating above three modifications, to cover Air Force needs for 1 year. Within 
8 to 12 months specifications and drawings can be provided for a satisfactory Air 
Force version of the Aero 7—D launcher that will include nonfrangible metal 
fairings and the half and all firing capability in addition to the above 3 modi- 
fications. 

2. Procure on open bid an interim quantity incorparating the above three 
modifications. Complete test results on this launcher are being forwarded under 
separate cover, 
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JANUARY 8, 1957. 
From: Comdr, AFAC BDglin FB, Fla. 


To: Comdr, AMC WPFB, Ohio 


Uncl ACRR-1-8-41E. For General Dau. Re your MCS-1-9-E Dau to Mech- 
ling dtd January 4, 1957. This MSG in 4 parts. 

Part 1: Based on preliminary test results this center considers the Aero 7D 
launcher operationally superior to the MA-3 launcher when carried on F-100 
ACFT. The interim version of the Aero 7D launcher with strengthened nose 
and tail fairings built in accordance with modified NAPY specifications will be 
capable of maximum flight speed with no restrictions on all configurations of 
F-100 ACFT. 

Part 2: The ultimate design modification of nonfrangible metal nose fair- 
ings and half and full firing intervalometer will be capable of being procured 
as a separate adaption kit and be installed by tactical organization personnel 
prior to rocket mission. Specifications for the ultimate version of the Aero 7D 
launcher including nonfrangible metal nose fairings will have satisfactory 
application with the F-105 ACFT. Initial tests on the F—105 with the present 
Aero 7D equipped with latest available fairings are scheduled at Edwards 
AFB on or about WOT February 1957. A definite statement concerning applica- 
tion with the F-107 cannot be made at this time due to the absence of a firm 
requirement for external rocket installation. However this center has pro- 
posed to the F—107 weapon system project office that the Aero 7D launcher be 
carried on the outboard pylons. It is anticipated that the Aero 7D could have 
satisfactory application to the F-107 ACFT. The ultimate goal is the installa- 
tion of the 38-round launcher presently under development by this center. 

Part 3: Past experience with launchers indicates that first article qualifica- 
tion testing should be conducted prior to production release. It is estimated 
that 20 successful firings would be minimum requirement. This center will 
require first article qualification testing if the procurement action is accom- 
plished by MIPR or direct with industry. The Navy has promised release of 
latest production drawings on January 11, 1957. Drawings should be at this 
center on January 12, 1957. Immediate review will be made and preliminary 
sketches of the modified brace area will be prepared. The following items wil) 
then be forwarded on or about January 26, 1957. Modified Navy specifications 
production drawings with sketches and for 444 will be included with provision 
for first article testing. Tentative standard classification will be assigned 
to this interim launcher. Action has been taken to obtain the designation for 
the interim version of the Aero 7D with WADC and this information will be 
forwarded immediately upon receipt. Subsequent discussion with BU AER on 
this matter has indicated a desire on their part to coordinate the sway brace 
and electrical connector modifications for purpose of common use of Navy and 
Air Force. Copy of sketches and modified specifications are being forwarded 
BU AER under separate cover. 


(Signed) MercHrtine. 


{Joint message form] 


From: Hq AMC WPAFB, Ohio. 
To: Comdr, AFAC Eglin AFB, Fla. 
Information: Comdr, ARDC, Baltimore, Md. 

UNCLAS MCS-1-9-E Dau to Mechling. Reference your ACRR1-—2—-4E dated 
January 2, 1957. This message in four parts. 

Part 1: Must know your recommendation whether the interim version of the 
Aero 7D launcher is considered operationally superior to the MA3 launcher when 
carried on F100 type aircraft. Also will the interim modification of the Aero TD 
nose fairing allow maximum flight speed without restriction in all flight con- 
figurations of the F100 type aircraft? 

Part 2: In order to assure that procurement of an interim version of the 
Aero 7—D launcher will provide launchers which may be ultimately adapted or 
modified into completely satisfactory launchers request answers to following : 
(1) Will the ultimate design modifications of nonfrangible metal nose fairings 
and half and full firing intervelometer be capable of being procured as a separate 
adaption kit and be installed by tactical organization personnel prior to rocket 
tuission? (2) Will the ultimate version of the Aero 7D launcher (which includes 
nonfrangible metal nose fairings) have satisfactory application with. 

%4005—57 39 
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Part 3: Will you require first article qualification testing prior to production 
release or will you permit limited production release prior to completion of full 
first article qualification testing? Request answers to above be in terms of 
MIPR procurement from the Navy and AF procurement direct from industry. 

Part 4: On what date can AMC expect procurement data (AMC Form 444) 
clearance on the interim version of the Aero 7D launcher? What type classifica- 
tion and designation will be assigned to interim version of the Aero 7D launcher? 


APPENDIX 3 


Arm Force Proposat to Procurs MA-3 Rocker LAuNcHERS From 
CrenturRY INpustTRIES Corp. 


NOVEMBER 8, 1956. 
MEMORANDUM FOR RECORD 


Subject : Meeting with Mr. Babbitt, Century Industries. 


1. After discussions with Mr. Babbitt of this date, he is of the opinion that 
production of rocket launchers, under a possible new contract, would be affected 
by his ability to obtain aluminum bronze and aluminum extrusions. On these 
items he would need Air Force assistance, in his opinion, to obtain supplies 
expeditiously. Subject to these 2 items, in his opinion, to obtain he can deliver 
approximately 5,000 rocket launchers to the Air Force within 45 days from 
the date of the contract and could reach a production rate of 10,000 within 30 
days thereafter. Within 30 days, after reaching a production rate of 10,000 he 
is of the opinion that he could reach 15,000 and within 60 days thereafter reach 
a production rate of 20,000 on a one-shift basis, with very good chances of 
increasing this quantity by multiple shifts. 

2. Mr. Babbitt feels that he has developed improved manufacturing processes 
since the last bids on these items which will permit him to manufacture rocket 
launchers at a lower price than he previously had. This is offset, in his opinion, 
to some degree by increase in the cost of basic materials and labor. It is his 
opinion that costs would run somewhere between $20 and $26 per unit on a 
production quantity of 150,000, with a possible decrease if the production quantity 
should run as high as 300,000. It is Mr. Babbitt’s suggestion that if a contract 
is awarded, it be a price redetermination type contract with the Weatherhead 
price as a target with a ceiling which would permit an upward adjustment is 
required and a provision for downward adjustment if required. We discussed 
the fact that the Century fairing is now demonstrated to be insufficient to meet 
the specification in that it crushes at .8 mock. Mr. Babbitt is of the opinion 
that correction of this deficiency will be no problem at all. We discussed the 
opinion of General Mechling that any new procurement must be subjected to a 
vibration test when the launcher is loaded with rockets. Mr. Babbitt is of the 
opinion that this constitutes no problem for his launcher. 

3. The improved manufacturing processes mentioned above, could possibly 
require tests before going into production. Mr. Babbitt will discuss this today 
with Mr. Balch who will advise me at a later time. Mr. Babbitt states, however, 
that he ean initiate production under exactly the same methods as used on 
previous procurement from his company and phase-in the improved process after 
such tests as may be required by the Air Force. 

4. I advised Mr. Babbitt that the purpose of this discussion was exploratory 
in nature. The possibility exists that we will buy additional launchers from 
Century Industries and the possibility also exists that we will not buy additional 
launchers from Century Industries. It was understood by all concerned that 
the price and production figures are Mr. Babbitt’s best estimate at the moment 
and do not constitute any binding proposal on him. It is his opinion, however, 
that the data given constitutes good estimates. 
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From : Comdr AFAC Eglin AFB Fla. 
To: Comdr AMC WPAFB Ohio. 


For Gen. Thurman reference your proposal to procure additional MA-3 rocket 
launchers from Century Industries. AFAC has found the Century launcher 
upsatisfactory based on crushing or fairings at speeds above Mach 0.85. In view 
of this, the AFAC cannot concur with additional procurement without modifica- 
tion. Further, if redesigned fairing is produced, first article approval should 
not be waived. As a matter of sound engineering practice, the AFAC cannot 
concur in waiver of first article approval in general unless urgent requirements 
for launchers justify the risk involved. In the interest of expedited procurement 
action, the AFAC will agree to concurrent testing during early production pro- 
vided it is understood that unqualified items will not be released to inventory. 
If this procedure is adopted, we strongly suggest the following action: The first 
20 sets of redesigned fairings should be shipped to the AFAC for test. These 
tests would be in 2 phases, an immediate flight test which would provide a 
tentative answer as to suitability; and a complete environmental cycle which 
would provide final results. At the same time, production of the launcher 
proper could proceed with concurrent testing as follows: 10 of the first launchers 
produced should be shipped to Wyle Labs for complete environmental test to 
standard specifications (with the 0.36-inch limit on amplititude in the Z axis) ; 


30 of the first lannchers produced should be shipped to AFAC for ground and 
aid air firings. 


NOVEMBER 19, 1956. 
Subject : Rocket Lauchers 
To: MCPE. 

From: MCPP. 

1. In view of the position taken by the Air Force Armament Test Center (en- 
closure No. 1) and by the officials of the Weatherhead Co. and Polan Industries, 
Ine. (enclosure No. 2), it is requested that MCPE initiate the following actions: 

(a) Terminate the Weatherhead and Polan contracts for the convenience of 
the Government on a no-cost settlement basis. 

(b) Initiate negotiations with Century Industries to accomplish placement 
with that company for a quantity of 150,000 launchers for the best price obtain- 
able and the best delivery obtainable. In this connection, see my memorandum 
for the record concerning discussions on this subject with Mr. Babbitt of Cen- 
tury Industries (enclosure No. 3). An effort should be made to work out con- 
current production and testing in order to avoid the necessity for first article 
approval (see enclosure No. 4). The procurement should be based on the same 
specification as that used in the procurements from Weatherhead and Polan. It 
is not anticipated that there will be any change in the specification itself. It is 
understood that the required fix in the fairing, referred to in enclosure No. 4, is 
a fix required to bring the fairing up to specification as distinguished from a 
change in the specification. 

(c) Revalidate the requirement for the remaining 150,000 items and present 
to this office a procurement plan for procurement of such additional quantity 
as is found to be the subject of a valid requirement 

(d) Prior to completing the procurement action with Century Industries, send 
a qualified representative with a qualified representative from Supply and a 
qualified technical representative from the Air Force Armament Test Center 
to the appropriate Navy installation to determine the following : 

(1) What are the differences betwen the Air Force specifications and the 
Navy specifications? 

(2) Are these differences so great that a current producer of Navy launchers 
would not unqgeustionably be acceptable as a producer of the Air Force launcher? 

(3) Who has successfully produced launchers of this type for the Navy? 

(4) What differences are there, if any, in the Navy methods of testing these 
launchers as compared to the method used by the Air Force? ] 

The individuals should complete this trip and have a report ready within 1 
week. P 

WILLIAM T. THURMAN, 
Brigadier General, USAF, Deputy Director/Procurement, 
Directorate of Procurement and Production. 
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NOVEMBER 25, 1956. 
T. O. No. 29457, Charles E. Thurman, Capt., USAF. 
Don Sharpe, MCSRMA, Al Lansing, AF AC. 


Trip REPORT 


The purpose of this trip was to visit the Naval Ordnance Testing Station, 
China Lake, Calif., to discuss Air Force and Navy rocket launcher specifications 
and testing. Mr. Al Lansing of AFAC, Mr. Don Sharpe of the Directorate of 
Supply, Headquarters, AMC, and Captain Thurman of the Directorate and Pro- 
curement and Production, Headquarters, AMC, constituted the team which 
visited the Naval Testing Station. 

Air Force problems were discussed with Navy personnel, Mr. Orson L. 
Mitchell and Mr. Steve Little. These two men were well-informed relative to 
rocket launchers. In a DF from General Thurman to Colonel Wilson, it was 
requested we seek answers to four specific questions. 

Question 1.—What are the differences between Air Force specifications and 
Navy specifications? 

Answer.—The question implies that a similarity between Navy rocket launch- 
ers and Air Force rocket launchers exists to such a degree that detailed com- 
parison could be made. This, however, is not true. 

The Air Force MA-3 is similar to the Navy launcher because plastic tubes are 
utilized in a cluster and both Air Force and Navy rocket launchers are expend- 
able. This is the major similarity between the two services’ rocket launchers, 
yet the basic designs are quite different. The Air Force launcher is a cluster of 
paper tubes bound together by filler strips and bulkheads. The Navy launcher 
by comparison (Aero 7D) is a cluster of tubes enclosed by two thick walls of 
cardboard, aluminum foil and aluminum. These launchers are further rein- 
forced by wood filler strips and an aluminum extruded saddle. In this saddle 
are fabricated hangars from which the launcher is hung to jet aircraft. 

Although the basic designs vary, major differences will be listed; it is im- 
practicable to list all the minor variations between these specifications. 

Under paragraph 1, Scope, of the Navy specification for the Aero 7D two 
different articles are required, configuration A and configuration B. One con- 
figuration is a shipping container version. This is the rocket launcher center 
section which is loaded with rockets. On each end a square metal device is 
attached. The unit can be stored in this configuration. The second configura- 
tion is exactly the same except fairings are attached in lieu of shipping con- 
tainer ends. 

The Air Force specification under paragraph 1 specifies only one rocket 
launcher. 

Under paragraph 2, Applicable Documents, of the Navy specification, both 
specifications list general guidance specifications to be used as guides in fabrica- 
tion. In addition to these specifications, applicable drawings also designate 
certain specifications to be followed when manufacturing component parts. 

The big difference between MA-3 drawings and Aero 7D drawings relates to 
detailed fabricating instructions. The Navy version specifies, for instance, that 
rocket launcher tubes can be purchased from the Cleveland Container Corp. 
It lists in detail the materials to be used but does not specify the fabrication 
technique. 

The Navy specification differs from the Air Force specification in that water 
absorption, warpage, dielectric strength finish, etc., are listed specifically. The 
MA-3 specification states only that after completion of environmental tests, the 
rocket launcher tubes must accept a cylindrical 2.8-inch rocket gage. 

On Navy drawings, the chemical composition to be used is listed. By com- 
parison, drawings for the MA-38 designate only Century Industries process. 

Navy packaging requirements are listed in the basic specification whereas Air 
Foree packaging is cited separately under a different specification. 

The Navy requires a salt spray test; the Air Force does not. 

The Navy specification requires specific rough handling tests whereas the 
Air Force specification does not. This is required because the Navy launcher 
serves as a shipping container. 

The Aero 7D specification requires that all moisture be completely sealed from 
the launcher because rockets are stored in it. Both Navy configurations are 
vibrated (i. e., loaded and empty). 
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Question 2.—Are those differences so great that a current producer of Navy 
launchers would not unquestionably be acceptable as a producer of the Air 
Force launcher? 

Answer.—lIt is the opinion of this group that except for Century Industries 
and possibly Century Engineers, any new contractor, like the Weatherhead Co., 
would experience extreme difficulty in the manufacture of MA-3 rocket launchers. 
It must be emphasized that the present Air Force specification is deficient be- 
cause the basic fabrication technique is known only to Century Industries. This 
company has refused to release this fabrication technique to the Air Force. 

The Weatherhead Co. has fully demonstrated the difficult task encountered 
in duplicating Century Industries’ fabrication technique for production of MA-3 
rocket launchers. 

Question 3.—Who has successfully produced launchers of this type for the 
Navy? 

Answer—The following is a list of Navy rocket launcher producers. Most 
Navy contracts were originally written on an RD basis and awarded to Century 
Engineers. This firm developed the items, wrote specifications, and furnished all 
drawings necessary to manufacture the particular Navy item. Other producers 
are manufacturers who were awarded contracts as a result of advertising. The 
specifications used for advertising were those written and supplied by Century 
Engineers to the Navy. 

Century Engineers, Los Angeles, Calif.—essentially RD contracts 
Spra-Con, Chicago, Ill—Aero 6A (obsolete) 

Radiant, Chicago, Ill—Aero 6A (obsolete) 

Cincinnati Industrial Finishing, Cincinnati, Ohio—Aero 6A (obsolete) 
Century Industries, San Pedro, Calif—Aero 6A (obsolete) 

Be-Ge Manufacturing Co., Gilroy, Calif—current producer Aero TD 

Question 4.—What differences are there, if any, in the Navy methods of testing 
these launchers as compared to the method used by the Air Force? 

Answer.—The only significant difference in Navy and Air Force testing pro- 
cedures pertains to the ground handling tests because the Aero 7D serves as a 
shipping container. It must withstand ground shock forces and rougher hand- 
ling than the Air Force MA-3. Minor test differences have already been listed 
in previous paragraphs. 











CHARLES E. THURMAN, 
Captain, USAF, 
Chief, Mechanical Equipment Section, 

Accessories Branch, 

Aeronautical Equipment Division. 
Coordination : 

RicHarp T. LAWRANCE, 

Deputy Chief, Accessories Branch, Aeronautical Equipment Division. 


From: Comdr. AFAC, Eglin AFB, Fla. 
To: Comdr. AMC, Wright-Patterson AFB, Ohio. 


For Gen. Thurman reference your proposal to procure additional MA-3 rocket 
launchers from Century Industries. AFAC has found the Century launcher un- 
satisfactory based on crushing or fairings at speeds above Mach 0.85. In view 
of this, the AFAC cannot concur with additional procurement without modifica- 
tion. Further, if redesigned fairing is produced, first article approval should 
not be waived. As a matter of sound engineering practice, the AFAC cannot 
concur in waiver of first article approval in general unless urgent requirements 
for launchers justify the risk involved. In the interest of expedited procurement 
action, the AFAC will agree to concurrent testing during early production pro- 
vided it is understood that unqualified items will not be released to inventory. 
If this procedure is adopted, we strongly suggest the following action: The first 
20 sets of redesigned fairings should be shipped to the AFAC for test. These 
tests would be in two phases: An immediate flight test which would provide a 
tentative answer as to suitability; and a complete environmental cycle which 
would provide final results. At the same time, production of the launcher proper 
could proceed with concurrent testing as follows: 10 of the first launchers 
produced should be shipped to Wyle Labs for complete environmental test to 
standard specifications with the 0.036-inch limit on amplitude in the Z axis: 
30 of the first launchers produced should be shipped to AFAC for ground and 
aid air firings. 
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APppENDIX 4 


TERMINATION OF WEATHERHEAD-PoLAN Rocker LAUNCHER 
ConTRACTS 


From: COMAFAC, Eglin AFB, Fla. 
To: RJEDWP/COMAMC, Wright-Patterson AFB, Ohio. 
Information: MJEDWP/COMWAD, Ohio. 


Unclas ACRR 8-8-60E (Attn: MCPEA-M) (Attn: Materials Lab) ref con- 
tract AF 33(600)-31699, the Weatherhead Co. Contractor support tests by this 
center of MA-3 2.75-inch rocket launcher samples submitted by Weatherhead 
Co. indicate failure of test items is due primarily to material used by contractor 
in launcher and not to basic design. This center requests that Materials Lab, 
WADC, be contacted to coordinate on further modification of said launcher 


prior to production by contractor. Samples of previous launchers available at 
this center for study. 


SEPTEMBER 4, 1956 
Subject: Delinquency under contract AF 33 (600)-31898. 
PoLAN INDUSTRIES, INC., 
23d Street West and C. & O. Railroad, Huntington, W. Va. 
(Attention: Mr. E. G. Polan, president.) 


Dear Stir: Under date of December 9, 1955, subject fixed price contract was 
entered into between your company and the Government providing for the pro- 
duction and delivery of 149,829 type MA-3 rocket launchers and engineering 
data relating thereto at a total contract price of $3,051,720.15. Receipt of the 
fully executed number of this contract was acknowledged by your company on 
December 20, 1955. Delieveries were to commence within 60 days after approval 
of preproduction samples and to continue on an accelerated basis as set forth 
in part II of the contract until the entire quantity had been delivered. 

Part IV of the contract provides that 20 preproduction samples of the rocket 
launchers together with 1 reproducible and 3 copies of the contractor’s report 
covering the test results in accordance with specification MIL—T-9107 would be 
delivered to the Government within 120 days after the date of receipt by the 
contractor of a fully executed number of the contract. The cited part of the 
contract further provides that the Government would give the contractor written 
notice approving or disapproving the preproduction samples within 60 days after 
receipt of the items and that pending approval of the preproduction samples the 
contractor would make no deliveries of the production quantities. 

Part IV (d) provides that “In the event approval is delayed due to failure of 
the contractor to act within the time specified or to conform to the contract 
specification requirements, then the contractor may be considered delinquent in 
its deliveries thereunder.” 

The records of this headquarters reveal that your company failed to submit 
the specified number of preproduction samples required under the terms of the 
contract and that the preproduction samples submitted by your company 
through August 28, 1956, have failed to pass Government tests thus failing to 
meet contract requirements. I have been informed that additional preproduc- 
tion samples were submitted by your company to Eglin Air Force Base on 29 
and/or August 30, 1956. 

Accordingly, and pursuant to part IV (d) of the contract schedule, unless 
the samples now undergoing Government tests meet the contract requirements, 
it will be necessary for me to submit the matter to the appropriate officials of 
this headquarters with the recommendation that consideration be given to 
terminating your contract for default. 

Sincerely, 


WIsur W. SwEITzer, 
Contracting Officer. 
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SEPTEMBER 6, 1956 
Subject. Delinquency Under Contract AF 33 (600)-31699 
The WEATHERHEAD Co., 
300 131 st Street, 
Cleveland, Ohio. 
(Attention: Mr. C. H. Hollis, Vice President. ) 


Dear Sire: Under date of November 8, 1955, your company was awarded sub- 
ject fixed-price contract calling for the production and delivery of 149,829 Type 
MA-3 rocket launchers and engineering data at a total contract price of 
$3,067,001.34. Deliveries were to commence within 30 days after approval of 
preproduction samples and to continue on an accelerated basis as set forth in 
paragraph L of the contract schedule until the entire quantity had been de- 
livered. 

Paragraph M of the contract schedule provides that 20 preproduction samples 
of the rocket launchers together with one reproducible and three copies 
contractor’s report covering test results in accordance with specification MIL— 
T-9107 would be delivered to the Government within 120 days after the date of 
the award of the contract. The cited paragraph further provides that the 
Government would give the contractor notice in writing approving or disap- 
proving of preproduction samples within 60 days from receipt of the items and 
that pending approval of the preproduction samples the contractor would 
make no deliveries of the production quantities. 

Paragraph M (d) of the contract schedule provides that “In the event ap- 
proval is delayed due to failure of the contractor to act within the time spec- 
ified or to conform to the contract specification requirements, then the con- 
tractor may be considered delinquent in its deliveries thereunder.” 

The records of this headquarters disclose that preproduction samples sub- 
mitted by your company through August 28, 1956, have failed to pass Govern- 
ment tests thus failing to meet the contract requirements. I have been in- 
formed that additional preproduction samples were submitted by you to Eglin 
Air Force Base on August 29 and 30, 1956, and that 10 more samples are now 
being tested at Wyle Laboratories, Inc., for environmental testing prior to ship- 
ment to Eglin Air Force Base. 

Accordingly, unless the samples now undergoing Government tests meet the 
contract requirements, it will be necessary for me to submit the matter to the 
appropriate officials of this headquarters with the recommendation that con- 
sideration be given to terminating your contract for default. 

Sincerely, 
WILBUR W. SwEITzERr, 
Contracting Officer. 


Receipt is hereby acknowledged as of 1310 hours, September 6, 1956. 


TELECON BETWEEN Mr. WEATHERHEAD, Mr. PoLAN, AND GENERAL THURMAN, 
NOVEMBER 14, 1956 


Mr. WEATHERHEAD. We have been sitting in meeting all day on this. Mr. 
Polan got here and we have found him to be very cooperative and we have dis- 
cussed the situation and the world situation as it is, conditions of rearming or 
building up the defense because of the situation in the East, we have come to 
conclusion you should cancel our entire contract at the convenience of the Gov- 
ernment, with no cost to the Government and no liability to us. 

General THurRMAN. You feel then that under those circumstances you men- 
tioned that it is not the part of good policy to attempt further work on this 
launcher? 

Mr. WEATHERHEAD. Not with any knowledge we have at this time. If we 
come up with anything we will be glad to discuss it with you but you have to 
have deliveries and right now. 

General THuRMAN. I told you when we first discussed this there were a lot of 
factors involved. 

Mr. WEATHERHEAD. I told you we would never want to let the Air Force down 
when it is within our ability. 

General THURMAN. I think the only question we have for resolution is—tak- 
ing all things into consideration—what is right thing to do to get us launchers 
at the earliest time. You have provided that answer today. Second is how we 
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do it. I think doing it as you have suggested, terminating contracts with ad- 
vance agreement that you will not submit termination claim is perhaps the best 


way of doing it. I will have to check this out with Washington and I will do it 
forthwith and let you know as soon as possible. 


Mr. WEATHERHEAD. With no liability to us. 

General THuRMAN. As I understand your thought—no liability to the Gov- 
ernment or of the Government to you for what has taken place and no liability 
on your part for what may take place in the event of price increase in buying 
a someone else. I will let you know definitely tomorrow on that, if not, by 

riday. 

Mr. WEATHERHEAD. Mr. Polan would like to confirm something with you. 

Mr. Poxtan. I would like to confirm what Mr. Weatherhead said as to the no- 
cost convenience termination and I want to let you know we appreciate your 
patience and your cooperation. 

General THURMAN. We are trying to do the same thing here Mr. Polan and I 
am sorry it has not worked out, but feel as you and Mr. Weatherhead feel that 
the time has come when it hasn’t worked out and we must go on. Thank you 
for your consideration. 

Mr. WEATHERHEAD. We appreciate your cooperation very much. 

General THURMAN. We had the same kind of cooperation from you. So long. 


From : Comdr AFAC ARDC, Eglin AFB, Fla. 
To: Comdr AMC WP AFB, Ohio. 


UNCL ACG 11-14-13-E. For MCPP. Personal for Thurman from Mechling. 
AFAC fired 6 of 10 launchers recently fabricated by the Weatherhead Co. on 
November 13, 1956. The results were unsatisfactory. Two launchers were fired 
1 time each, 2 launchers twice, and 2 launchers 4 and 6 times, respec- 
tively. The gas seal problem on the front end was corrected by a redesign of 
the forward bulkhead. No evidence of failure could be attributed to gases 
entering the voids between tubes in the front of the launcher; however, of 6 
launchers, 4 failed through holes blown in the tubes on the first firing. One of 
these holes occurred beneath a filler strip and resulted in a launcher failure, this 
particular type failure had not occurred in approximately 50 previous firings but 
very definitely indicates that random holes previously experienced are a prelude 
to the type failure that happened on November 13 firings. Based on these firings 
and past experience the center feels that the present Weatherhead launcher de- 
sign cannot be recommended approved for Air Force use. Mr. Weatherhead 
and party which included Mr. Wright, Mr. St. Claire and Mr. Pauley were in- 
formed that this information would be transmitted to AMC. The Weatherhead 
Co. has not submitted or offered a proposal for any early improvement of the 
existing design of the launcher or tube within the present specifications that 
gives any assurance of satisfactory performance under this contract. 


From: Comdr AFAC ARDC, Eglin AFB, Fla. 
To: Comdr AMC WP AFB, Ohio. 


Unel Acg 11-14-13-E. For MCPP. personal for Thurman from Mechling. 
AFAC fired 6 of 10 launchers recently fabricated by the Weatherhead Co. on 
13 Nov. 1956. The results were unsatisfactory; 2 launchers were fired 1 time 
each, 2 launchers twice, and 2 launchers 4 and 6 times, respectively. The gas 
seal problem on the front end was corrected by a redesign of the forward bulk- 
head. No evidence of failure could be attributed to gases entering the voids 
between tubes in the front of the launcher; however, of 6 launchers, 4 failed 
through holes blown in the tubes on the first firing. One of these holes occurred 
beneath a filler strip and resuited in a launcher failure, this particular type 
failure had not occurred in approximately 50 previous firings but very defi- 
nitely indicates that random holes previously experienced are a prelude to the 
type failure that happened on November 13 firings. Based on these firings and 
past experience the Center feels that the present Weatherhead launcher design 
cannot be recommended approved for Air Force use. Mr. Weatherhead and 
party, which included Mr. Wright, Mr. St. Claire, and Mr. Pauley, were in- 
formed that this information would be transmitted to AMC. The Weatherhead 
Co. has not submitted or offered a proposal for any early improvement of the 
existing design of the launcher or tube within the present specifications that 
gives any assurance of satisfactory performance under this contract. 
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: 
CONTE «TION SET 
; Te 


the contract, either through partial performance or by reasen of . 
terminetien, aball be asserted or maie by the Contraster for reie- 
barsecesnt against the event (hb) thet the termination shall be 
effected at as cont te the Government; (c} thet the Centraster shall 
“| retara te the Goverment any Government furnished squipasnt as re- 
quired by the contrest or « related baiisent contract; and (4) thet 
the Comtrestar shall enter into and execute with the Goverment « suzy 
plementel settlement agreement to the contract.waivieg any and all 
tleims whatecover cgainst the Govermeat by reason of partial per-~ 
fername tuner vata contanet or by reason of the termination thereof 
Vpen receipt af your unqualified written cenfirxetion of tha abow 
underetemting, the contract sal) be regarded as having been terni- 
aeted retroactively te the effectivity date set forth in this tele-~ 
gram. In the event you do net confire the above understenting, then 
thie telegram shall net he regarded as terminating the contract fer 
comveniense aul the Goverment expressly reserves ite rights under 

| the Defeat Cleuse ef the coatrect, Request your immediate tele- 

| PRIS reply be directed te Headquarters, AMC, Wright-Patterson Air 
f Pores Bese, Chis, Atta: MOPPYT with infernatios copy theres? te Chief, 
cleveland AMD. If you unqualifyingly eccept the conditions eet 

|| herein shove, the cape ill be referred to the Clevelend APD for 
parstion of s@ apprepriate supplesental settlement egremnent. 

§ We Lagan, Comtresting Office 
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RECURITY CLASSIFICATION 
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Mr. X. Polen, President, Polen Industries, Tm, 2 tre iS 
West & C. & O. Rallread, Huntington, West Virginia "ee 





WRITTEN REPORT OFS} 

TWO: MMMA, Dir of Proc & Pred ater Lee te. 

Deyten Air Procurement District, Bldg 70 - Area "C* t |. ~ fy 

Pattersen Air Force Base, Chic (MAIL) gitlae oS i) : 
FEM: MOPPJT-11-161-E. Re Comtraet AF 33(600)-31896, Docket Wo.” 
02011, Polen Industries, Inc., 23rd Street West & C. & 0. Railroad, 
Hentington, West Virginia, Referente is made to your telephone call 
to Generel Willie T. Thurmen, Deputy Directar/Procurement om Us Nom; 
ember 1956 advising that the letest pre-production samples submitted 
by your compmny unter Contract Wo. AP 33(600)-31698 had agetn fail 
te poss coatrettea] requirements ant requesting thet afarenentionad 


contraet be terminated at ne cost to the Gevernmment. Jpen cons 


o 


ties of the matter the Govermment agrees to accept your offer mubjec 
Ve your confiraing by return wire the unterstenting hereinafter eet 


me Tee 


forthe Your Ceatrast He. AF 33(600)-31696 shall be regarded as 

‘ DATE Fee 
teruinatet im ite entirety for the convenience ef the Government ef- 4 
fgetive immedistely om the basis of the f 


McrPst/sth 


leah tal (Sismaters, 
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{a} tet me clain wader the contract, either through partial per- 
fermense ot ty pensen of ternination, shall be asserted or made by 
thee Contraster for reizbarcement against the Govermesct; (b) tast 
the terminztion shell be effected at as cout te the Goverment; (co) 
that the Contraster hall reture te tas Goverment say Government 
Peraighe? eqrizacnt as required by the contrast or a related bail- 
‘uat contrast; and (4) that the Ceutrecter shall enter inte and 
emeogte with the Geverment s sepplmestal settilencat agreamat te 
jd bealiteat waiving ong end 02) elaine whatesuver aginst the or 
_ermeat ty rencen offfertisl performnce water enid ceutreat or by 
reeagn af the terminzstion thereof, Upes receipt ef your unqual 
written confirmation {f the sbeve understanding, the contract shall 
‘f-Se-cogerded ng hevlag; been teraineted retresstiwily te the effecti 
itg/ dete aot forth in this telegren. In the event you de ust com- 
the shove anderstandting, then this telegram shall act be re- 
gerded os termizating the eartrect fer comveniente end the Gevers~ 
mont expregaly reserves the rights umier the Default Cleanse of the 
comtrest. Request your temediate telagrapais reply be dirested ts 
Gnodqnertars, MMC, Wight-Pattersen Air Verse Bape, Chis, Atta: 
MOVPST with infornetden onpy thereef to Chief, Dayten APD. If yeu 
weqnelifyingly aeeept the conditions sot forth herein above, the 
whl) be referred te the Baytee APP for preparation ef on 
supplenental settlenest agrement, Hebert W. Logue, Contresting 
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DocuMENtTs RELATING TO WEATHERHEAD Co. Propucrion oF 
Rocker LAUNCHERS 
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JULY 20, 1956. 
Comment No. 2 
Subject: Contracts AF 33 (600)-31699 and AF 33 (600)-31898. 
To: MCPEA-M. 
From: MCJ. 

1. It is impossible for this office to render a definitive opinion in reply to the 
preceding comment without information as to what changes in the design will be 
necessary in order to meet the specification requirements. However, a few 
general rules of interpretation have been set forth herein to serve as an interim 
guide pending receipt of additional information. 

2. Where the Government supplies detail drawings and/or specifications to a 
contractor, it impliedly warrants that if the work is done in conformance with 
those detail drawings and/or specifications, the finished article will meet the 
Government’s performance requirements. The contractor is not responsible for 
consequences of defects in the plans and specifications. U.S. v. Spearin (248 U.S. 
132); R. M. Hollingshead v. U. 8. (124 Ct. Cls. 681) and cases cited therein; 
ASBCA #2444. It is neither contemplated nor reasonable to expect the contractor 
to verify the performance or test the drawings by building a model before con- 
tracting for production. Should deviations from the drawings be necessary in 
order to meet the stated performance requirements, they would constitute work 
beyond the reasonable intent of the parties and the contractor would be en- 
titled to an equitable adjustment in price as compensation. Of course, no com- 
pensation should be paid to the contractor for solving those engineering and 
production problems which should have been anticipated. ASBCA #2444. 

3. Subject contracts require that the launcher be furnished in accordance with 
the attached spec. Paragraph 3.3 of the spec. states that the requirements of 
Century Industries Corp. drawing No. RD-12-3700 are applicable as detail re- 
quirements for the launcher. Paragraph 3.3.1 states that, in the event of any 
conflict between the spec. and the drawing, the spec. is to govern. Since para- 
graph 3.3 refers to “detail requirements,” and since paragraph 3.3.1 is a sub- 
paragraph of paragraph 3.3, the words “any conflict” appearing in paragraph 
3.3.1 can only reasonably refer to conflicts as to details of the launcher. ‘hus, 
if the spec. requires black paint and the drawing requires green paint, a con- 
flict as to a detail would exist and the black paint set forth in the spec. would be 
required. Pursuant to paragraph 3.3.3, second sentence, the contractor would 
have to change the drawing to make it conform to the spec. This change in 
drawing would be done without additional compensation since it is already 
required by the contract. Paragraph 3.3.3, first sentence, is most reasonably 
interpreted as the administrative means by which the contracting officer is to be 
kept informed of any necessary changes in the drawings. Thus, changes in the 
drawing made necessary by conflicts of details in the drawings and the spec. 
should be performed by the contractor without additional compensation. 

M. R. TIDWELL, Jr., 
Staff Judge Advocate, Brigadier General, USAF 
See D. F. dated May 28, 1956. 


APPENDIX 6 


WEATHERHEAD-PoLAN Rocket LAUNCHER SUBCONTRACTING 
ARRANGEMENTS 


ExHIsit C 


MEMO TO FILE 
FEBRUARY 10, 1956. 

Subject: Polan Industries, Inc., Huntington, West Virginia, Contract AF33 

(600)-31898 

1. A meeting was held February 9, 1956, at contractor’s plant between con- 
tractor, administrative contracting officer, officer-in-charge, and this branch to 
discuss delivery of first 20 preproduction samples. 

2. Contractor anticipates submitting samples during April 1956 which is in 
accordance with contract schedule. 
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3. No contact with Erie Arsenal by contractor has been made to this date; 
however, this branch was advised that a visitation would be made in the very 
near future. 

4. Previous rumors that contractor would request to subcontract entire pro- 
duction to Weatherhead Corporation has been nullified by Dr. Albert Polan, 
who stated all production would be accomplished at their plant in Huntington, 
West Virginia. 

HaroLtp MENDENHALL, 
Production Specialist. 


Exutsit D 


PROGRESS Report ON LAUNCHER, Rocket AIRBORNE, AF 33 (600)-—31898, PoLan 
INDUSTRIES 
FEBRUARY 28, 1956. 
To: MOHBF, Columbus. 
From: MOHBFQ-1, Huntington. 


1. Facts—(a) Mr. Igou attended meeting at Erie Proving Grounds February 
25. In addition to Mr. Igou there were representatives there from the Weath- 
erhead Company in Cleveland, Ordnance personnel and others. (Ordnance has 
cognizance of Weatherhead plant.) 

(b) Erie Proving Grounds have arranged a schedule for firing 5 launchers 
per day beginning April 1, and will be able to fire 10 per day beginning June 1. 

(c) No orders have been placed by Polan as of February 27 so far as the 
writer can ascertain with the exception of tooling and process equipment pur- 
chased in Chicago. 

2. Tentative plans.—Polan plans, so the writer is informed, to make the re- 
quired preproduction samples. How, in the absence of tooling and equipment 
here, he is not informed. 

3. Rumors.—(a) Rumors which the writer would be unable to confirm indi- 
cate the rocket launcher will not be built in Huntington, but that the major 
portion of it will be subcontracted to Weatherhead of Cleveland. 

(b>) Rumors would also indicate the Procurement Section, Headquarters, 
AMG, is not unaware of this latest development. 

(c) It is also apparent Polan will be required to set up complete production 
facilities here for the rocket launcher even though they do subcontract the 
major portion of the contract to Weatherhead in Cleveland, Ohio. 

JAMES M. FLANNERY, 
AF Resident Quality Control Representative. 

Footnote: Should it appear there is more meat in the rumors than in the 
reported facts, it is only because that is the way it is. 


Exnursit F 


ProeRess Report ON LAUNCHER, ROCKET AIRBORNE, AF 33 (600)-31898, PoLaNn 
INDUSTRIES 
MarcH 12, 1956. 

To: MOHBF, Columbus. 
From: MOHBFQ-1, Huntington. 

1. Facts—(a) Mr. Igou reported he had completed 72 launchers in Chicago, 
using equipment purchased there. 

(b) It is reported equipment purchased in Chicago is being dismantled fer 
shipment to Huntington, W. Va., and should arrive here sometime this week. 

(c) It is also reported they intend making the launcher here in the Polan 
plant. 

(d@) The quality control office here has seen no purchase orders for materials 
to be used on subject order. 

2. Tenative plans.—The writer has not been informed of any plans other than 
those reported in the preceding paragraph. 


» 


3. Rumors.—None. 


JAMES M. FLANNERY, 
AF Resident Quality Control Representative. 
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To: No. 26319, Charles E. Thurman, 1st Lt. 
To: No. 26320, Edward M. Gabel 
Travel Order No’s. 
Date: May 15, through May 18, 1956 
AF 33 (600)-31898 
Trip REPORT 


1. Government and contractor’s facilities visited and individuals contacted: 


The Erie Ordnance Depot, Port Clinton, Ohio: 
Captain Arthur Chase, chief of inspection. 
Mr. Roy Ballogy, inspection engineer. 
Mr. Tom Connare, inspection engineer. 


The Weatherhead Co., Cleveland, Ohio: 
Mr. C. M. Hollis, vice president. 
Mr. L. J. Henderson, general sales manager. 
Mr. T. A. St. Clair, director of research. 
Mr. J. L. Stair, chief, test engineers. 


Polan Industries, Inc., Huntington, W. Va. 
Mr. E. C. Polan, president. 
Mr. A. 8. Polan, vice president, manufacturing. 
Mr. D. W. Harris, vice president, sales and contracts. 
Mr. Bud Igou, chief of quality control. 
Mr. C. H. Bell, sales engineer. 


2. Mode and itinerary: Private automobile. Dayton to Port Clinton to Cleve- 
land to Huntington, W. Va. 

3. Purpose of travel : 

To discuss needs at Erie Ordnance Deport for ground firing tests of the MA-3 
rocket launcher to be produced by the Weatherhead Company and Polan In- 
dustries, Inc. 

To survey arrangements for MA-3 rocket launcher production and inspect 
facilities of the Weatherhead Company and Polan Industries, Inc. 

4. Problem discussed : 

Test equipment needed for ground firing test of the launcher has been received 
by Erie Ordnance except for two hanger devices on which the launcher is 
suspended for firing and 2,500 Robert Motors, inert rocket heads. 

A time device used for starting movie cameras may be required; however, 
cameras have been received at Headquarters AMC and will be checked to as- 
certain whether they have their own starting device. 

The Weatherhead Company submitted preproduction samples which utilize 
phenolic paper tubes to Wyle Laboratories for testing. It is impregnated with 
plastic and has passed the high and low temperature tests and is now under- 
going vibration tests. 

Completion of tests is expected by the first week in June. 

The Weatherhead Company has reorganized its organization structure in an 
effort to resolve problems associated with the MA-3 rocket launcher and its 
manufacture. 

Mr. Hollis when questioned regarding the status of subcontracting between 
his company and Polan Industries, Inc., indicated that the Weatherhead Com- 
pany originally planned to manufacture the center section of the launcher and 
Polan Industries, Inc., would manufacture the fairings and perform the pack- 
aging of both contracts. 

Mr. Hollis also stated on May 14, 1956, at a meeting in Cleveland between the 
contractors he requested permission of Mr. E. G. Polan to manufacture and pack- 
age the entire quantity of launchers on both contracts. A verbal agreement was 
entered into whereby Polan Industries would subcontract approximately 90 
to 100 percent of their contract to the Weatherhead Company. 

Production lines have been set up at Weatherhead and a majority of the 
materials required for production have been obtained. 

Mr. Polan, when asked to describe the status of his subcontract agreement, 
stated that his company intended to manufacture the fairings and perform the 
packaging in the Weatherhead plant. Mr. Polan further stated his company 
did not intend to subcontract 100 percent of the Polan contract to Weatherhead. 
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Polan Industries did purchase tooling for rocket launcher production from 
Radiant Manufacturing Company, Chicago, Ill, a former rocket launcher manu- 
facturer for Navy contracts. 

This equipment was seen in the plant, however it was not set up for production. 

Mr. Polan stated tooling would not be set up until the results of the sample 
testing at Wyle Laboratories were known. 

Mr. Igou indicated the line could be set up within 60 days. 

The production line will be set up as a standby line in case of strikes, fire or 
production problems that may arise at the Weatherhead Company. 

5. Accomplishment of action taken: After a survey of the Erie Ordnance 
testing facility, action is being taken to supply the necessary equipment still 
required for testing. 

After a survey of The Weatherhead Company facilities and progress to date, 
it is fully believed that the Weatherhead Company will qualify their prepro- 
duction sample and will be able to produce launchers in sufficient quantity to 
meet their delivery schedule. 

After a survey of Polan Industries facilities and consideration of their prog- 
ress to date, it is believed that Polan industries will subcontract approximately 
90 percent of their contract to the Weatherhead Company. Polan Industries 
could probably produce satisfactory launchers should they be forced to this 
action. The timeliness in which this could be done, however, is very question- 
able. 

CHARLES E. THURMAN, 
Ist Lt., USAF, Chief, Mechanical Equipment Section, Accessories 
Branch, Aeronautical Equipment Division. 
Epwarp M. GABEL, 
Contract Specialist/MCPEA-M. 
Coordination : 
O. W. DeGruc8ky, JR., 
Lt. Colonel, USAF, 
Chief, Accessories Branch, Aeronautical Equipment Division. 


PoLaN INDUSTRIES, INC., 
Huntington 19, W. Va., June 6, 1956. 

Subject : Contract AF 33 (600)-31898. 
Reference : MOHBFC/FTG-meh 
CoLUMBUS AIR PROCUREMENT OFFICE, 

Dayton Air Procurement District, 

Building T—225, Ft. Hayes, Columbus, Ohio 
(Attention: Frank T. Geyer, Chief, Contract Branch) 

GENTLEMEN: Pursuant to request of Lieutenant Thurman, during conference 
at AMC on May 28, 1956, we subinit the following : 

1. Our subcontract with the Weatherhead Co. dated February 22, 1956, is 
firm and is in full force and effect. A copy of this subcontract is on file with 
the contracting officer at AMC. There are no existing revisions and any future 
revisions agreed upon during the life of this subcontract will be submitted to 
your office for review prior to execution. 

2. Our preproduction samples will be constructed with center sections pro- 
duced by Weatherhead and with fairings produced from Weatherhead tooling 
which will then be transferred to our plants in Huntington for fabrication 
of the production quantities of the fairings required for both Weatherhead 
and Polan prime contracts. Our preproduction samples will therefore be 
identical with preproduction samples submitted by Weatherhead. In view 
thereof, request is made for waiver of the test reports required under part 1V 
of subject contract. In consideration for the waiver, we agree to a reduction 
to the contract price in the amount of $3,000, this amount to be deducted in 
full from the final remittance by the Government. 

3. Reference is made to our letter dated April 18, 1956, to Columbus Air 
Procurement Office in which we advised that the place of final inspection and ac- 
ceptance by the Government will be our plant in Huntington and the plants 
of our subcontractor, the Weatherhead Co., Cleveland, Ohio. A final deter- 
mination has been made which will provide for the total contract quantity 
(149,829 units) to be available for final inspection and acceptance at the plants 
of our subcontractor, the Weatherhead Co. In view thereof, request is made 

94005—57—_—-40 
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for modification to part III of subject contract to provide for final inspection 
and acceptance at Cleveland, Ohio. 

4. Request is made for a provision to establish Cleveland, Ohio, as the 
f. o. b. point. We agree to negotiate an appropriate revision to the contract 
price in the event of an increase in the cost of transportaion to the Govern- 
ment. 

5. It is believed that the contents of this letter fully conforms to the matters 
discussed and decisions reached at the referenced conference. 


E. G. PoLan, President. 





JUNE 7, 1956. 
Subject: Transmittal of status letter, contract AF 33 (600)-31898 
Polan Industries, Inc., Huntington, W. Va. 
To: Commander, Headquarters, Air Materiel Command, Wright-Patterson Air 
Force Base, Ohio 
(Attention: E, M. Gabel, MCPEA-M.) 


1. Transmitted herewith is the original and one copy of letter dated June 6 
which contained information as to the decisions made by Polan Industries, Inc., 
regarding their contemplated subcontract with Weatherhead Corp., Cleveland. 
Basically, the following points are covered : 

(a) Contract for 100 percent of rocket launchers originally awarded Polan 
Industries will be subcontracted to Weatherhead Corp. 

(b) Preproduction samples for test will contain center sections and fairings 
produced by Weatherhead. 

(c) Weatherhead tooling for manufacture of fairings will be transferred to 
Polan Industries, Inc., Huntington, W. Va. 

(d) Fairings for both Weatherhead and Polan prime contracts will be manu- 
factured by Polan personnel at Huntington. 

(e) Polan requests waiver of test reports required under part IV of subject 
contract and offers a consideration of $3,000 for such waiver. 

(f) Polan desires that point of final inspection and acceptance by the Air 
Force be changed to include Weatherhead Corp., Cleveland, Ohio, as well as 
Polan Industries, Inc., Huntington, W. Va. 

(g) Tentative determination has been made by Polan Industries for all rocket 
launchers under the Polan contract to be finally inspected and accepted at the 
plant of Weatherhead Corp., Cleveland. 

(h) Polan requests change in f. 0. b. point as well as point of final inspection 
and acceptance te Cleveland. Information contained in (f) above will permit 
inspection of fairings at Huntington, if required. 

(i) Polan agrees to negotiate an appropriate revision to the contract price 
in the event transportation costs to be borne by the Air Force are increased by 
the change in f. 0. b. point to Cleveland. 

2. If further information is required, please contact this office. 

For the Chief: 
FRANK T. GEYER, 
Chief, Contract Branch. 


JULY 25, 1956. 
To: AFMPP-EG-6. 


From: MCPEAM 7-107-E 

REURMSG A-977 dated July 20, 1956, requesting this command’s position on 
the extent of subcontracting between Polan Industries, Inc., and Weatherhead 
Co. Until the rocket launcher to be produced under the Polan contract has 
passed the preproduction articles test it will not be necessary for this command 
to take a firm position on the question you raise. If the Weatherhead launcher 
does pass all appropriate tests, it is the intention of this command to accept 
the Weatherhead qualification as qualification for Polan (with appropriate price 
reduction) and to file no objection to the subcontracting arrangements from Polan 
Industries to Weatherhead. This position is based (1) on the absence of any 
contractual provision in this straight fixed price contract giving the Air Force 
authority to to dictate the extent of subcontracting (as disinguished from ap- 
proval as to source), and (2) the express position of the Small Business Ad- 
ministration as having no objection to an 80 to 90 percent subcontract arrange- 
ment from Polan Industries to Weatherhead. 


DIRECTORATE OF PROCUREMENT AND PRODUCTION. 
(Signed) Wuii1t1aAmM T. THURMAN, 


Brigadier General, USAF, Deputy Director/Procurement. 
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CoLuMBUS AIR PROCUREMENT OFFICE, 
UNITED STATES AIR FORCE, 
Fort Hayes, Columbus 18, Ohio, November 7, 1956. 

Subject: Status of rocket launchers, contract AF 33(600)-31898, Polan Indus- 

tries, Inc., Huntington, W. Va. 
To: Commander, Headquarters, Air Materiel Command, Wright-Patterson AF 

Base, Ohio. 

(Attention: MCPEA-M, Capt. Thurman.) 


1. This is in confirmation of our telephone conversations on November 7 
pertaining to the current status of the production efforts made by Polan Indus- 
tries on the above contract. The following specific information is furnished: 

(a) Date of letter giving source approval, March 7, 1956. 

(b) Date of letter withdrawing source approval, April 5, 1956. 

(c) Date of letter voicing AF objections to excessive subcontracting, Janu- 
ary 25, 1956. 

(d@) Names of subcontractors furnishing fairings : 

(1) Basson, Inc., Yonkers, N. Y. 
(2) Hawley Paper Co., St. Charles, Ill. These subcontractors have 
been furnished three sets of molds for producing the fairings. 

(e) Officers of Polan Industries visiting Eglin AF Base. 

You were given information to the effect that at least one of the Polan 
brothers had made a visit to Eglin AF Base to observe tests on the rocket 
launcher. This was erroneous inasmuch as a visit was made to Wyle Labora- 
tories, El Segundo, Calif., by one officer of the company. This information was 
furnished by Mr. Igou. 

(f) Status of production line: Mr. Igou stated on November 7 that nothing 
had been accomplished toward setting up the production line for the processing 
of the fairings. It was also stated that approximately 10 days would be re- 
quired to set up the line and that sufficient time was foreseen to establish the 
line without delay to the production of the fairings according to the present 
prognosis of the Weatherhead Corp’s schedule. 

(g) It was stated that the contemplated processing of launcher tubes as 
well as fairings at Polan was still undecided although the following subcon- 
tractors had been arranged for Polan Industries: 

(1) Cleveland Container Company, Cleveland, Ohio. 

(2) National Fireworks Company, Pennsylvania. 

(3) Diamond Tool and Fiber Company, Massachusetts. 

(4) Dures Company, North Tonowanda, New York. 

2. Also attached are three copies each of pertinent correspondence pertaining 
to the actions of this office relating to the approval of the subcontractor, 
Weather Corporation. The list of these attachments is as follows: 

(a) Letter dated Jan. 25, 1956, to Polan objecting to excessive subcontracting 
of the lancher contract. 

(b) Memo to file dated Jan. 31, 1956, para. 4, limitation of subcontracting. 

(c) Memo to file dated Feb. 10, 1956, statement of nullification of excessive 
subcontracting. 

(d@) Progress report by QC representative dated Feb. 28, 1956, para. 3c, 
production preparations. 

(e) Letter dated Mar. 7, 1956, to contractor, aproval of Weatherhead Corpora- 
tion as to source. 

(f) Progress report by QC representative dated Mar. 12, 1956, production 
preparations. 

(g) Letter dated Apr. 5, 1956, to contractor, withdrawal of source approval, 
Weatherhead Corporation. 

(h) Polan’s letter dated Apr. 4, 1956, to ACO requesting change in point of 
final inspection and acceptance. Basic letter dated Apr. 5, 1956, from ACO to 
buyer requesting assistance on subcontractor approval. ist Ind. dated Apr. 15, 
1956, from buyer to ACO furnishing AF criteria for award of contract. 

(i) Letter dated Apr. 18, 1956, to ACO from contractor in reply to our letter 
dated Apr. 5, 1956, containing reference to transfer of inspection point. 

(j) Letter from ACO to buyer dated Apr. 23, 1956, requesting coordination of 
approval of transfer of point of inspection. 

3. If further information is required, please contract this office. 

For the Chief: 

Frank T. Guyer, Chief Contract Branch 
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APPENDIX 7 


Arr Force ProcureMENT ReQuireEMENTsS ror MA-3 Rocker 
LAUNCHER 
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POSSIBLE REDUCTION OF OUTSTANDING PROCUREMENT FOR ROCKET LAUNCHER MA-3 


JANUARY 10, 1956. 
To: MCPE. 
From: MCSRMA. 

1. Your attention is invited to enclosed letter. 

2. By virtue of this new 60-day reserve policy a cutback in procurement 
quantities of subject item is necessary. However, the specific level to which 
outstanding procurements should be reduced cannot be furnished for reasons 
cited in paragraphs 3a and 3b of referenced letter. It is estimated though that 
a reduction up to 250,000 launchers is quite probable. 

3. Therefore, request you review the status of outstanding contracts for 
subject item and furnish recommendations to this office concerning the most 
practical course to follow in effecting these reductions. Your recommendations 
regarding costs and practicability of reduction on an escalating basis up to a 
quantity of 250,000 launchers would be helpful to this office in determining final 
procurement level. 

C. E. Brown, 
Deputy Chief, Central Supplies Branch, Programs and Requirements 
Division, Directorate of Supply. 


HEADQUARTERS, AIR FORCE ARMAMENT CENTER, 
AIR RESEARCH AND DEVELOPMENT COMMAND, 
Eglin Air Force Base, Fla., April 27, 1956. 
ACXR. 
Subject: Future rocket launcher procurement, 
To: Commander, Air Material Command, attn.: Mr. E. M. Gabel, MCPEAM, 
Wright Patterson Air Force Base. 

1. BuOrd at the naval ordnance test station has had under development the 
Aero 7D 2.75’’ FFA rocket launcher which carries 19 rockets. This launcher 
is expected to prove superior to the MA-3 rocket launcher in number of rounds 
carried and higher possible flight speeds. Production of this launcher should 
begin in approximately 2 months. 

2. This launcher is being procured for test by the armament center at the 
present time. All tests should be completed and the launcher ready for Air 
Force procurement during fiscal year 1957. 

3. In view of the contract AF33 (600)-—31699, and contract AF33 (600)-31898 
for large production of the MA-3 rocket launcher, this center believes that 
future production considerations should be reviewed in the light of develop- 
mental launchers which will soon be available for Air Force procurement. 

FRANK M. Fazio, 
Colonel, USAF, Deputy Commander for Development 
(For the Commander). 


DEPARTMENT OF THE AIR FORCE, 
OFFICE OF THE SECRETARY, 
Washington, October 3, 1956. 
Mr. SAMUEL REISMAN, 
Chairman of the Board, 
Century Industries Corp., San Pedro, Calif. 


Dear Mr. REISMAN: Reference is made to your letter of March 20 and Sep- 
tember 18, 1956, in which you offered the assistance of your company in manu- 
facturing the MA-3 rocket launcher for the Air Force. 

A review of the present requirements indicates that the quantities of these 
launchers on hand and on contract are sufficient to meet present Air Force 
requirements. 

It is regretted that your initial letter was not given a timely acknowledgment. 
However, I do wish to thank you for your interest in this procurement and for 
your offer of assistance. Your company will be afforded an opportunity to bid 
on any future Air Force procurement for rocket launchers. 

Sincerely, 
GERRITT W. WESSELINK, 
Associate General Counsel. 
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AppEenprIx 8 


Apapter Kir ror MA-3 Rocker LAUNCHER 


APRIL 1955. 
From: HQ., AMC, Wright-Patterson AFB, Ohio. 
To: Directorate of Procurement and Production, Headquarters, USAF, Atten- 
tion: AFMPP-EQ-2, Washington, D. C. 
MCPEA-M/ 

Reur MSG No. A-556, dated April 8, 1955. Engineering department of Century 
Industries advised buyer April 11, 1955, that technical and cost data had been 
compiled on pylon installation kits and proposal was being written. Unable to 
contact administrative personnel to obtain exact date proposal will be forwarded. 
Procuring 100,000 kits as directed. However, it seems that this quantity is 
exorbitant in view of limited number of aircraft utilizing pylon installation. 
As of April 1, 1955, contractor has delivered 408 type MA-3 rocket launchers. 
Contractor is estimating 10,000 units in April 1955; 20,000 per month thereafter. 
Los Angeles Air Procurement District is dubious about 10,000-unit goal for 
April, but states contractor’s production capability is improving markedly. 

Unclassified : 


WALTER B. GOULD, 
Deputy Chief, Aeronautical Equipment Division, 
Directorate of Procurement and Production. 





AAOLES ROSCA ANCIAL 


Farms ace ecm merce wee 





AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 62] 








£ * a - ® 
oo ‘ 
is nome « 3 ; 
e + 38 a us 

reget yet a $ thes 
1% oy “¥ PE dm Fee ¥ 
; e008 
‘ ss ¥ wee 


ix oan TF 
getviom to cnsevtibe » 


Reommmend ron boi 


Se daal BS. wit® & Partormane 


lactate ¥ 


seS5% 
S55 


oO IRE ONE DBE RET 





Per terrence 


OOOO OIL DORON OAL OH 


3% is emtimated the Pe 


tes 





BS 
» as Rial BS 
. &x : 
e ® & 
RES 
3 z ey WEARS ¥ % 
- fp? 7% 
wocurement data for hick 
¥* Pee geet 
& pp ee ’ 
e ¢ ok Hoe. 
& 
& x 
? ‘ SM 
$°OR on py * 
* xy he 
KARE KO Re K ie SARS 
a xy? tae geese Cae {kiaticg 
¥RE TE Reke & * Ries 
> % slerenesg BSS i Bale 
: BoB: i] 
« stioe * ei le ce 
% y ~~ 
a z Piet. Cage bo egg > 
oy ay gets Saag 
TERA. 
x? 
Py > nN * 





SECS SSAAAOREAC A te BEA 


RENO API NODO, 


CR BO Ep ABLES AOL SAREE A 











622 AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 


SEPTEMBER 12, 1955. 
MCPEA-M/R.Brinkman/rs 
Subject: Letter dated August 24, 1955, from Century Industries concerning 
adapter kit proposal. 
To: Los Angeles Air Procurement District, Bendix Building, 1206 South Maple 
Street, Los Angeles, Calif. 
(Attention: Mr. C. F. von Immenschless) 


1. Reference is made to Century Industries letter dated August 24, 1955, 
directed to the procuring contracting officer, requesting clarification as to the 
present status of their adapter kit proposal. 

2. It is requested that this contractor be informed that at the present time the 
quantitative, as well as the qualitative requirements, for his adapter kit are being 
definitely established, and that a new proposal will be requested at that time. 

3. Also, please advise the contractor that all correspondence should be sub- 
mitted through your Office. 

By order of the Commander: 


- 


APPENDIX 9 
ProprieTArY Rigurs Issu—E on MA-3 Rocker LAUNCHER 


Dec. 7, 1954. 
John C. Powell/rs 
2-4104/Blla/Rm267 
To: MCJPC. 
From: MCPEA-M. 
Subject: Launcher, Rocket, Airborne, Type MA-3. 


1. Reference is made to the disposition form dated February 8, 1953, subject, 
Procurement of Cluster Adapters Under Purchase Request No. 144523, to which 
Lt. Henderson of your office replied by second comment on February 24, 1954. 
Subsequent to that correspondence, this office placed contract AF 33(600)-28547 
with Century Industries Corp. for 100,000 each of subject launcher, to be built 
in accordance with WADC Exhibit No. WCI-755, which is a performance ex- 
hibit. Century Industries is submitting their “Smiley” launcher, which appears 
to meet all requirements of WCL-755, under this contract. “Smiley” was not 
built under any Air Force contract; Century Industries gave 90 units to USAF 
for tests. 

2. Century Industries has applied for a patent on “Smiley.” There is some 
doubt whether “Smiley” is much more than a modified version of the Navy’s 
Aero 6A Launcher, with provisions for attachment to USAF aircraft. It is 
understood that the Navy already has bought the necessary modifications to 
adapt the Aero 6A to USAF aircraft from Century Engineers, Inc. 

3. This office still has a large quantity of launchers to buy, some of which may 
be procured as early as January 1955. Before issuing any request for proposal, 
it is desired to ascertain what rights the Government has to “Smiley.” The 
following personnel may be of assistance to you in answering this: 


John Balch, Everett Cook (WADC project engineers) Ext. 2-9176/2-4137 
WCLGH-2. 

Lee Morgan (project engineer), Bureau of Aeronautics, US Navy, Washington 
25, D. C. Attention: AR—457, Liberty 5—-6700, Ext. 6-3316. 

William Pollack or Major McWhirter, Directorate of Procurement and Produc- 
tion Engineering Headquarters, USAR, Washington 25, D. C. Attention: 
AFMPE-2, Liberty 5-6700, Ext. 7-9587. 


4. It is requested that the attached documents be returned with your answer. 


Attach: 
1. Contract NOas 53—520f. 
2. Contract NOas 54-145f. 
3. Contract AF 33 (600)-28547. 








AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 623 


Date: December 8, 1954. 
COMMENT NO. 2 
Lt Col H. T. Dykman/eh 
27204/B11/R207 
To: MCPEA-M 
From: MCJPC 
Subject: Launcher, Rocket, Airborne, Type MA-3. 


1. Correspondence from this office dated February 24, 1954, indicates Century 
Engineering Drawing No. 101638 is on hand at this facility. If this drawing 
is sufficiently detailed for examination to ascertain the details of the subject 
thereof and if the subject thereof is known as a Navy Aero 6—A, information is 
requested as to whether this office may examine the drawing and one of the 
“Smiley” launchers for comparison purposes to determine how close one re- 
sembles the other. 

2. As stated in the correspondence dated February 24, 1954, above referred to, 
the Government has reproduction rights under the Navy contracts as to both 
foreground and background patents. Under the contract 33(600) 28547 the 
Air Force has been granted foreground patent rights. Accordingly, if determina- 
tion is made by this office that the “Smiley” launcher is patentably not dis- 
tinguishable from the Aero 6—A, it is very likely the opinion of this office will be 
that the Government has full reproduction rights to the “Smiley” launcher and 
the same may be procured from any source. However, it is not intended to ex- 
press an opinion as to this matter until comparison has been made as above set 
forth. 

M. R. TIpwett, Jr. 
Brigadier General, USAF, 
Staff Judge Advocate. 


DECEMBER 16, 1954. 
MCPEA-M/J. C. Powell/rs 
Subject: Type MA-3 Airborne Rocket Launcher 
To: Directorate of Procurement and Production Engineering, 
Headquarters, USAF, 
Attention: AFMPE-MA-2, Mr. Pollack, Washington, D. C. 


1. In recognition of the circumstances attending the current procurement of 
100,000 subject launchers being produced by Century Industries Corp. against a 
performance exhibit in lieu of definitive drawings (which procedure makes it 
mandatory to subject items so procured to extensive acceptance tests), and in 
preparation for the contemplated additional procurements, personnel of AMC 
procurement (MCPEA-M) and WADC (WCLGH-2) have jointly discussed this 
subject to explore ways of overcoming some of the foreseeable problems. 

2. Factors bearing on the problem which were discussed are: 

(a) The necessity to procure from a performance exhibit until it can be 
determined that the Government has reproduction rights to the Century Indus- 
tries’ “Smiley” design. (The assumption is made that the Century assembly 
will, as a result of the imminent operational suitability tests, be satisfactory in 
all respects. ) 

(b) The need to develop more than one source in order to procure on a com- 
petitive basis. 

(c) The need to subject a quantity of each design judged to meet the require- 
ments of the performance specification to complete acceptance tests prior to a 
production release of remaining quantities on contract. 

3. Because of the above, and in an effort to insure against untimely availability 
of rocket launchers, the following is proposed: 

(a) Authorize this Headquarters to issue requests for proposals on 100,000 
units to potential launcher manufacturers. This RFP will require a design 
proposal, based on the current performance exhibit, to be submitted with the 
quotation. 

(b) WADC will technically evaluate the design proposals: AMC will then 
evaluate the proposals awarded the highest WADC recommendation, using 
normal procurement criteria such as pricing, facilities, financial strength, etc. 

(c) The resulting contract would require submission of sufficient samples 
for complete engineering acceptance tests and would prohibit further fabrication 
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beyond the test quantity prior to completion of such tests. (An exception to this 
would be made in the event Century Industries’ proposal was judged best and 
that such proposal was equal to items to be subjected to operational suitability 
tests as a result of present procurement. See parenthetic note item a, par. 
2 above.) 

4. The advantages of this plan are: 

(a) It recognizes the urgency of the procurement by using the time between 
now and the firm date of release for the total additional quantities, now esti- 
mated to be between March 1, 1955, and the end of fiscal year 1955. 

(b) WADC has informally reviewed other designs believed to be worthy of 
consideration; this plan will provide WADC the opportunity to scrutinize closely 
all design proposals submitted, and to determine which ones appear at least 
equal to the Century Industries’ “Smiley” design, thus enhancing the opportunity 
for relief from single source. 

5. As a longer range plan, should it develop that the pending decision con- 
cerning the Air Force’s right to procure from Century Industries’ drawings is 
ruled in favor of Government, it is planned to revise the current performance 
exhibit to include the drawings of the “Smiley” design. In this case, other 
sources producing to such drawings would still be required to submit the first 
items produced to tests on aircraft by the Government prior to release to 
quantity production. Such tests would, however, be much less extensive than 
those required when items are made to the performance exhibit only. Conse- 
quently, the time from date of contract to actual release for quantity production 
would be reduced substantially. Alternatively, the Government may possibly 
obtain the rights to the successful design resulting from the proposed request 
for proposals; however, if such rights are not forthcoming, WADC could in- 
corporate either the “Smiley” or such new design into a standard, production 
specification. Future procurements would provide other manufacturers pro- 
tection from patent infringement by use of the authorization and consent (9—-10C 
Paro Form) clause. 

6. AMC supply (MCSRMA-33) is cognizant of this letter and is in favor of 
the proposal, notwithstanding their wire message of November 24, 1954, and 
your subsequent concurrence. 

7. Early advice concerning your concurrence and/or comments will be appre- 
ciated. 

For the Commander: 

E. H. Witson, Colonel USAF, 
Chief, Aeronautical Equipment Division, 
Directorate of Procurement and Production. 


ec: WCLGH2, Mr. Balch (3 cys) ; MCSRMA33, Mr. Sharp (2 cys). 


John C. Powell, MCPEHA-M 
Jack J. Slamer 

Maj. E. B. Reed 

R. F. Fischer, WCLG 

John V. Balch, WCLGH2 

J. F. Rupp, MCPEA 12/15/54 
W. B. Gould 

E. H. Wilson, Col. 


Date: December 28, 195-4. 
COMMENT NO. 4 
Lt. Col. H. T. Dykman/eh 
27204/B11/R207 
Subject: Launcher, rocket, airborne, type MA-3. 
To: MCPEA-M. 
From: MCJPC. 


1. This office has carefully studied the Century Engineers’ drawing No. 101638 
and has also carefully examined the Navy contracts submitted in comment 
No. 1. 

2. It is the opinion of this office that the Air Force is free to issue request for 
proposal without limitation, and may use the drawings of Century Industries 
submitted under contract AF 33(600)-—28547 for this purpose, as well as drawing 
No. 101638 submitted by Century Engineers as previously stated by this office. 

for M. R. Trnowett, IJr., 
Brigadier General, USAF Staff Judge Advocate. 
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Date: December 13, 1954. 
COMMENT #3 
J. C. Powell/rs 
2-4104/B11la/Rm267 
Subject: Launcher, rocket, airborne, type MA-3. 
To: MCJPC 
Lt. Col. H. T. Dykman. 
From: MCPEA-M. 


1. Century Engineers delivered under contract AF 33(600)-—26580 their draw- 
ing No. 101638 and details to this headquarters (MCSIFD) on April 21, 1954, 
and some revisions were delivered more recently (about May 25, 1954). There 
are 52 drawings altogether, 5 of which are classified “Confidential.” The buyer 
has ordered a set of these drawings from MCSIFD to be mailed to your office. 

2. The Armament Laboratory (WCLGH2) has lent out all its “Smiley” 
launchers for test programs at other installations. Mr. Balch feels, however, 
that he can advise your office of the main differences between the Aero 6A 
launcher, the MA-~-1 launcher fabricated by Century Engineers under AF 
33 (600)-—26580, and the “Smiley.” 

3. Attached you will find the Aero 6A operation instructions and a reprint of 
an article from Aviation Week on Century Engineers. It is felt that these may 
give you some background on this launcher program. 

Jack J. SLAMER, 
Deputy Chief, Mechanical Equipment Section, 
Accessories Branch, Aeronautical Equipment Division. 
Attach: 
1. Aero 6A oper. instruction. 
2. Century ltr dtd 11/18 w/incl. 


Date: December 8, 1954. 


Comment No. 2 
Lt. Col. H. T. Dykman/en 
27204/B11/R207 
Subject: Launcher, rocket, airborne, type MA-3. 
To: MCPEA-M. 
From: MCJPC. 


1. Correspondence from this office dated February 24, 1954, indicates Century 
Engineering drawing No. 101638 is on hand at this facility. If this drawing 
is sufficiently detailed for examination to ascertain the details of the subject 
thereof and if the subject thereof is known as a Navy Aero 6—A, information 
is requested as to whether this office may examine the drawing and one of the 
“Smiley” launchers for comparison purposes to determine how close one re- 
sembles the other. 

2. As stated in the correspondence dated February 24, 1954, above referred to, 
the Government has reproduction rights under the Navy contracts as to both 
foreground and background patents. Under the contract 33(600) 28547 the Air 
Force has been granted foreground patent rights. Accordingly, if determina- 
tion is made by this office that the “Smiley” launcher is patentably not dis- 
tinguishable from the Aero 6—A, it is very likely the opinion of this office will 
be that the Government has full reproduction rights to the “Smiley” launcher 
and the same may be procured from any source. However, it is not intended 
to express an opinion as to this matter until comparison has been made as above 
set forth. 

Harry T. DYKMAN, 
Lieutenant Colonel, USAF 
(For M. R. Tidwell, Jr., 
Brigadier General, USAF, Staff Judge Advocate). 
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DISPOSITION Form 


Date December 7, 194. 


Comment No. 1. 
John C. Powell/rs 
2-4104/B11a/Rm267 
Subject: Launcher, rocket, airborne, type MA-3. 
To: MCJPC. 


From: MCPEA-M. 


1. Reference is made to the disposition form dated February 8, 1953, subject, 
“Procurement of Cluster Adapters under Purchase Request No. 144523, to which 
Lt. Henderson of your office replied by second comment on February 24, 1954. 
Subsequent to that correspondence, this office placed contract AF 33 (600)-—28547 
with Century Industries Corp. for 100,000 each of subject launcher, to be built 
in accordance with WADC Exhibit No. WCL—-755, which is a performance 
exhibit. Century Industries is submitting their “Smiley” launcher, which ap- 
pears to meet all requirements of WCL-—755, under this contract. “Smiley” was 
not built under any Air Force contract; Century Industries gave 90 units to 
USAF for tests. 

2. Century Industries has applied for a patent on “Smiley.” There is some 
doubt whether “Smiley” is much more than a modified version of the Navy’s 
Aero 6A launcher, with provisions for attachment to USAF aircraft. It is under- 
stood that the Navy already has bought the necessary modifications to adapt 
the Aero 6A to USAF aircraft from Century Engineers, Inc. 

3. This office still has a large quantity of launchers to buy, some of which 
may be procured as early as January 1955. Before issuing any request for 
proposal, it is desired to ascertain what rights the Government has to “Smiley.” 


The following personnel may be of assistance to you in answering this: 


John Balch, Everett Cook (WADC Project Engineers) Ext. 2-9176/2-4137 
WCLGH-2. 

Lee Morgan (Project Engineer) Bureau of Aeronautics, US Navy, Washington 25, 
D. C., Attn: AR-457, Liberty 5-6700, Ext. 6-3316. 

William Pollack or Major McWhirter 

Directorate of Procurement & Production Engineering 

Headquarters, USAF, Washington 25, D. C. 

Attn: AFMPE-MA-2 

Liberty 5—6700, Ext. T-9587 


4. It is requested that the attached documents be returned with your answer. 
Attach: 
1. Contract NOas 53-520f 
2. Contract NOas 54-145f 
8. Contract AF 33 (600)-—28547 
RALPH B. BRINKMAN, 


Contracting Officer, Mechanical Equipment Section, Accessories Branch, 
Aeronautical Equipment Division. 


HEADQUARTERS, AIR MATERIEL COMMAND, 
Wright-Patterson Air Force Base, Ohio, January 8, 1955. 
MCPEA-M/JCPowell/gb/2—4104 
Subject: Type MA-38 airborne rocket launcher. 
To: Directorate of Procurement and Production Engineering, 

Headquarters, USAF 
Attention: AFMPE-MA-2, Mr. Pollack 
Washington 25, D. C. 


1. Reference is made to this headquarters’ letter dated December 16, 1954, 
same subject as above. The staff judge advocate of this command has reviewed 
the Navy contracts for the Aero 6—A launcher, the Century Engineers drawings 
on the type MA-1 launcher, and has conferred with project personnel of the 
Armament Laboratory, Wright Air Development Center. The opinion of the 
judge advocate is that the Air Force is free to use, without limitation, as pro- 
curement data both the Century Engineers drawings on the type MA-1 launcher 


' 
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and the Century Industries drawings on the “Smiley” or type MA-3 launcher 
being procured under contract AF 33(600)—28547. 

2. It is requested that you advise this headquarters of the approximate date 
that you may be able to render a decision on the letter dated December 16. This 
headquarters would also like to know whether Major McWhirter has uncovered 
anything on the “Smiley” patent application, and what the present status is of the 
efforts to obtain a range on which production contract launchers may be tested. 

For the Commander. 

WALTER B. GOvLp, 
Deputy Chief, Aeronautical Equipment Division, Directorate of Procure- 
ment and Production. 


Message No. A-278 

171526 ESY FEB 1955 

To: MCPEAM 

From: AFMPP-EQ-2 
(Attention: Mr. Powell.) 


The following memo, subject: Proprietary rights on MA-3 rocket launchers, 
received from legislative liaison, request reply by Q 21 Feb. 

1. In an executive session recently Air Force representatives testified before 
the special investigations subcommittee of the House Committee on Armed 
Services concerning a procurement of 100,000 MA-3 (Smiley) rocket launchers 
under a contract with Century Industries. During this hearing oral testimony 
and documentary evidence was presented on the question of proprietary rights 
with respect to the MA-3 launcher. 

2. It is our understanding that the background patent right for the MA-1 
rocket launcher was included in the Navy purchase of patent rights from 
Century Industries, Inc., when the Aero 6—A launcher was perfected. By virtue 
of this Government purchase no question of proprietary rights was involved when 
the Air Force purchased 400 MA-1 launchers under a service test contract from 
Century Engineers. The judge advocate general submitted an opinion in this 
connection and a copy of the JAGS opinion was transmitted to the committee 
on February 11, 1955. 

3. We understand further that when the contract for the MA-3 (Smiley) 
launchers was executed with Century Industries, the contract contained a patent 
title clause giving the Government reproduction rights for this particular model. 
It is not clear, however, whether the Government acquired title under the patent 
clause or merely a license to reproduce this item. A copy of this clause in the 
contract was also made available to the subcommittee. 

4. Air Force representatives who appeared before the committee last week 
have advised us that Century Industries applications for patents are limited 
to the face markings on the MA-3 (painted smiling face) and for a particular 
decal which is affixed to the MA-3 launcher. 

5. We understand that the sole source procurement of the MA-3 launcher 
was justified for the following reasons: 

(1) The requirement was urgent in that we had in our inventory an ample 
supply of rockets without a suitable device for launching. 

(2) Century Industries, who had perfected the MA-3 had furnished a num- 
ber of samples at no cost to the Government, which samples had been subjected 
to all requisite tests and with minor modifications met Air Force qualitative 
requirements. . 

(3) That the price to the Government for this particular item was sub- 
stantially lower than prices previously paid for such devices. 

(4) Had the Air Force gone to all known producers it would have required 
many months to produce samples for testing and considerable additional time 
for testing of such samples. 

Thus an urgent requirement might have been forestalled 1 year or longer. 

6. The chairman of the Military Operations Subcommittee of the House Com- 
mittee on Government Operations has expressed an interest in this matter 
and the above information, with such changes and recommendations as you 
may deem appropriate, will be submitted to him informally when proper co- 
ordination is accomplished on paragraphs 2, 3, 4 and 5. In addition to your 
directorate, there should be coordination effected with the Office of the Judge 
Advocate General on those matters affecting patents. 
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DISPOSITION ForRM 


Date: February 18, 1955. 


Comment No. 1 

Lt. Willey/lgd 

27204/B11/R207 

Subject: Inquiry from Legislative Liaison, proprietary rights on MA-3 rocket 

launchers. 
To: MCPEA-M 
Attn: Mr. J. C. Powell 

From: MCJPC. 


1. Reference paragraph 3 of TWX from AFMPP-EQ-2 to MCPEA-M dated 
17 February 1955, message No. A-278, and conversation this date between Mr. 
Powell of your office and Lt. Wiley of this office. 

2. The following comments are offered only with regard to the single specific 
question raised in paragraph 3 of the referenced TWX. 

8. Contract AF 33(600)-—28547 for the MA-3 (Smiley) launchers contains 
as clause 43, Patent Rights, the standard patent rights clause set forth in 
ASPR paragraph 9-107.1. Under this clause the Government does not obtain 
title to any inventions of the contractor whether made by him prior to execution 
of the contract with the Air Force or conceived or first actually reduced to practice 
by him in the course of performance of the word called for under the Air 
Force contract. 

4. Under subparagraph (b) of clause 43, the contractor grants to the Govern- 
ment an irrevocable, nonexclusive, nontransferable, royalty-free license to prac- 
tice and cause to be practiced for the Government any invention conceived or 
first actually reduced to practice in the performance of the experimental, de- 
velopmental, or research work called for under the contract or in the perform- 
ance of any experimental, developmental, or research work relating to the sub- 
ject matter of the contract done by the contractor on the understanding that a 
contract would be awarded. Subparagraph (b) gives the Government no right 
to reproduce any item called for under the contract. 

5. Under subparagraph (d) of clause 43, the contractor grants to the Govern- 
ment the right to reproduce, use and disclose “for governmental purposes” any 
reports, drawings, blueprints, data and technical information specified to be 
delivered by the contractor under the contract. This office has consistently 
interperted the words “for governmental purposes” to give to the Air Force 
the right to take reports, drawings, blueprints, data and technical information 
supplied by the contractor pursuant to the contractual requiremens and to use 
these for the purpose of soliciting bids and proposals from other sources, and 
further to give this information to other sources for the purpose of reproducing 
the item of supply itself. Subparagraph (d) would therefore apply to the en- 
gineering data (drawings) called for under item 2 of contract AF 33(600)- 
28547 and to the technical data (maintenance) information called for under 
item 3 and, in the absence of applicable and unlicensed patents owned by the 
eontractor, would not limit the Government’s already existing right to reproduce 
the MA-3 (Smiley) launchers called for under item 1 of the contract. 

D. G. LAMBERT, 


Colonel, United States Air Force 
(For M. R. Tidwell, Jr., Brigadier General, USAF Staff Judge Advocate). 


JOINT MESSAGE FORM 


211330Z February 1955. 
From: Hq. AMC, Wright-Patterson AFB, Ohio. 
To: Directorate of Procurement and Production Engineering, Headquarters, 
USAF. 
Attn : AFMPP-EQ-2, Mr. Pollock, Washington 25, D. C. 
Information: MCPEA—M/2-118-E. 
Reurmsg AFMPP-EQ-2, No. A-278. This headquarters replies as follows: 
2. Concur. 
3. Staff Judge Advocate at this Hq. states: 
A. Contract AF 33(600)—28547 for the MA-3 (Smiley) launchers contains as 
clause 43, Patent Rights, the standard patent-rights clause set forth in ASPR 
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paragraph 9-107.1. Under this clause the Government does not obtain title to 
any inventions of the contractor whether made by him prior to execution of the 
contract with the Air Force or conceived or first actually reduced to practice 
by him in the course of performance of the work called for under the Air Force 
contract. 

B. Under subparagraph (b) of clause 43, the contractor grants to the Govern- 
ment an irrevocable, nonexclusive, nontransferable, royaltyfree license to prac- 
tice and cause to be practiced for the Government any invention conceived or 
first actually reduced to practice in the performance of the experimental, de- 
velopmental, or research work called for under the contract or in the perform- 
ance of any experimental, developmental, or research work relating to the subject 
matter of the contract done by the contractor on the understanding that a con- 
tract would be awarded. Subparagraph (b) gives the Government no right to 
reproduce any item called for under the contract. 

C. Under subparagraph (d) of clause 43, the contractor grants to the Govern- 
ment the right to reproduce, use, and disclose “for governmental purposes” any 
reports, drawings, blueprints, data, and technical information specified to be 
delivered by the contractor under the contract. This office has consistently inter- 
preted the words “for governmental purposes” to give to the Air Force the right 
to take reports, drawings, blueprints, data and technical information supplied 
by the contractor pursuant to the contractual requirements and to use these for 
the purpose of soliciting bids and proposals from other sources, and further to 
give this information to other sources for the purpose of reproducing the item 
of supply itself. Subparagraph (d) would therefore apply to the engineering 
data (drawings) called for under item 2 of contract AF 33(600)-—28547 and to 
the technical data (maintenance) information called for under item 3 and, in 
the absence of applicable and unlicensed patents owned by the contractor, would 
not limit the Government’s already existing right to reproduce the MA-3 
(Smiley) launchers called for under item 1 of the contract. 

4. Patent application covers decal (which is smiling face) and longitudinal 
markings on launcher. 

5 (1). Inventory did not exist; early rocket deliveries were scheduled without 
coinciding schedule for suitable launching devices. Expedited procurement of 
launchers mandatory to meet early rocket deliveries. 

5 (2). Change “requisite” to “functional suitability.” 

5 (8). Concur. 

5 (4). Unable to forecast actual delay which would have been encountered : 
however, delay would have been considerable to permit another firm to design. 
develop, and submit for test and for comparative evaluation against MA-3 
launcher. 

6. Paragraph 3 is verbatim quotation of JAG opinion dated February 18, 1955. 

Note.—In paragraph 3B, references to “experimental, developmental, or re- 
search work” apply to AF 33(600)-28547. JAG, buyer and project engineer 
agreed to possibility that development might occur under said contract, even 
though primarily a supplies contract. It is Government’s prerogative to use 
such PARO form to obtain license rights on possible developments under supply 
contracts. 

S/: L/Col H. T. DykmMan, MCPJ 

J. F. Rupr, MCPEA 
J.J. SLAMER, MCPEA-M 
R. A. Scurtock, L/Col, MCPI 


MARCH 22, 1955. 
From: MCJPC. 
Subject: Government Reproduction Rights to Type MA-3 
Airborne Rocket Launcher. 
To: Office of General Counsel, 
Office of the Secretary of the Air Force. 

Attn: Mr. Jonathan Silverstone, 

Washington 25, D. C. 

In response to telephone inquiry from Mr. Jonathan Silverstone, the following 
is the basis upon which this office has rendered its opinion that the Govern- 
ment has full reproduction right and license rights to the MA-3 rocket launcher, 
popularly known as the “Smiley Rocket Launcher”. 

1. Century Engineers made a rocket launcher called the Mark 16 which 
became known as the Navy Aero X6A. When the Aero X6A was redesigned 
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as a combination shipper-launcher, it became: known as the Aero 6A. However, 
the Air Force does not require the shipper-launcher and uses the launcher with- 
out this particular modification. There is no patentable difference between 
these two launchers. 

The Navy let (among others) two contracts for the Aero 6A. One dated 
December 31, 1952, No. 53-520f, for 5,000 units with Century Engineers; and 
one dated July 24, 1953, No. 54-145f for 40,000 units with Century Industries. 
(There appear to be agreements between Century Engineers and Century In- 
dustries permitting Century Industries to manufacture for Century Engineers.) 

The pertinent reproduction and license rights clauses appearing in these two 
Navy contracts are set forth as follows: 

53-520f : 

“(i) In addition to the rights granted to the Government in the foregoing 
paragraphs of this clause, the contractor hereby grants to the Government a 
nonexclusive, irrevocable, nontransferrable, royalty-free license to reproduce, 
disclose, use and dispose of in accordance with law each and every invention, 
improvement, and discovery, or any modifications thereof, relating to or dis- 
closed in the reports, drawings, photographs, blueprints, data, technical infor- 
mation, and equipment required to be delivered under this contract, and includ- 
ing those inventions, improvements, discoveries, or any modifications thereof, 
disclosed in any patent application and patent now or hereafter issued, which 
patent application or patent the contractor now, or prior to completion or final 
settlement of the contract, owns, controls or has the right to grant licenses there- 
under. The contractor further grants to the Government the right to practice or 
cause to be practiced the techniques, systems, methods and processes developed 
by the contractor for said inventions, improvements, discoveries, or modifications 
thereof. The acceptance or exercise by the Government of the aforesaid rights 
Shall not prevent the Government at any time from contesting the enforce- 
ability, validity or scope of, or title to, any patent under which a right is granted 
by this paragraph.” 

54-145f : 

(i) (1) In addition to the rights granted to the Government in the fore- 
going paragraphs of this clause, the contractor hereby grants to the Government 
a nonexclusive, irrevocable, nontransferrable, royalty-free license to reproduce, 
have reproduced, disclose, use and dispose of in accordance with law each and 
every invention, improvement, and discovery, or any modifications thereof, re- 
lating to or disclosed in the reports, drawings, photographs, blueprints, data, 
technical information, and equipment required to be delivered under this con- 
tract, and including those inventions, improvements, discoveries, or any modifica- 
tions thereof, disclosed in any patent application and patent now or hereafter 
issued, which patent application or patent the contractor now, or prior to com- 
pletion or final settlement of the contract, owns, controls or has the right to 
grant licenses thereunder. The contractor further grants to the Government the 
right to practice or cause to be practiced the techniques, systems, methods, and 
processes developed by the contractor for said inventions, improvements, dis- 
coveries, or modifications thereof. The acceptance or exercise by the Government 
of the aforesaid rights shall not prevent the Government at any time from con- 
testing the enforceability, validity or scope of, or title to, any patent under which 
a right is granted by this paragraph.” 

Examination of these clauses will reveal the extremely broad scope of the 
rights granted the Government as compared to the policy enunciated for the 
Air Force in a “Memorandum for General Cook, AFMDC” dated April 29, 
1953, signed by the Assistant Secretary of the Air Force, the Honorable Roger 
Lewis. 

2. The Air Force let a contract dated January 11, 1954, No. 33(600) 26580, 
with Century Engineers, for 400 units of its version of the Aero X6A, called 
by the Air Force the MA-1. Under this contract, drawing No. 101638 (52 
separate drawings), was acquired in accordance with the provisions of ASPR 
9-107.1, granting, inter alia, reproduction rights to the drawings. The MA-1 
is not considered to be patentably different from the Aero X6A. Essentially, 
we enlarged the wood fillets and designed a three-point suspension to eliminate 
swaybraces. The three-point suspension is considered a mechanical choice and, 
since it was developed under the Air Force contract containing the ASPR 
clause 9-107.1, we acquired license rights under all foreground patents, if any. 
No background patents to this suspension means have been asserted in the 
matter, to date. 
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Another change in the MA-1 over the Aero X6A is in the linear adjustment 
of the three-point suspension. (The Aero X6A is not so adjustable.) The adjust- 
ment was accomplished by both forward and rear mounts being adjustable 
axially. This allows the use of the 5-inch rocket mounts already installed on 
various types of aircraft, because we no longer have any requirement for 5-inch 
rockets. However, we are of the opinion that the particular form we have 
provided for the linear adjustment is not patentable even though we would have 
license rights thereto since it would be a subject invention. 

8. Under purchase request No. 144523, we sought procurement of 353,600 of 
the MA-1 rocket launchers to be produced in accordance with the Century 
Engineers drawing 101638, referred to above. 

This PR culminated in a contract, No. 33(600)-28547, with Century Indus- 
tries for 100,000 items. This contract contains ASPR 9107.1. However, in 
answer to our proposal for the MA-—1, the Century Industries submitted a new 
improvement which we now call the MA-3. The MA-3 meets the requirements 
of WCL-755 (a performance exhibit). Although submitted by Century Indus- 
tries, the MA-3 is not considered patentably different from the Aero X6A or 
the MA-1. 

The essential improvements of the MA-3 over the MA-1 appear to be: 

(a) Substitution of aluminum fillets for wood. 

(b) Reversing firing circuit from the internal contact being the “ground” 
to the rear spider contact being the ground and the internal detent now being 
the “hot” lead. 

(c) The jettison release is now an explosive squib instead of tripping a 
spring-loaded catch. 

(d) Better cup attachment means for the forward and rear fairings which 
disintegrate upon the first rocket being fired. 

(e) The three-point suspension of the MA-1 was changed to provide that all 
axial adjustment be accomplished by the forward fitting which contains the ex- 
plosive squib. 

(f) Elimination of the fiber glass cover. 


CONCLUSION 


From the foregoing it will be clear that the Government having acquired full 
reproduction and license rights to the Aero 6A, it retains full reproduction and 
license rights to the MA-3. 

For the commander: 


M. R. TIDWELL, Jr., 
Brigadier General, USAF, Staff Judge Advocate. 


DISPOSITION ForM 
APRIL 15, 1955. 
Comment No. 1 
JC Powell/cew 


24104/B1la/Rm267 
To: MCJPC, Lt. Col. Dykman. 


From: MCPEA-M. 


Subject : Contract AF 33(600)-28547 (Century Industries Corp.) for type MA-3 
airborne rocket launcher. 


1. This Headquarters has received the Century Industries drawings on the 
type MA-3 airborne rocket launcher. The Armament Laboratory (WADC) 
has advised that a new military specification is being drafted to replace the 
present performance-type exhibit (WCL-755). The new military specification 
will be based on the Century Industries drawings, excepting those portions 
dealing with the “Smiley” decalcomania and the paint scheme, and will contain 
a minimum of preproduction or first article testing. 

2. The Century Industries drawings are stamped ‘‘Not to be reproduced with- 
out permission of Century Industries Corp.” It is understood that your office 
wishes to advise the contractor prior to any further procurement that the Air 
Force does not recognize this claim. Since fyrther procurement may commence 
within the next month you are being provided the above information. 

JAcK J. SLAMER, 
Deputy Chief, Mechanical Equipment Section, Accessories Branch, 
Aeronautical Equipment Division. 


94005—57 41 
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Date Apr. 19, 1955 
Comment No, 2 
Lt. Col. H. T. Dykman/eh 
27204/B11/R207 
To: MCPEA-M. 
From: MCJPC. 
Attn: Mr. J. C. Powell: 


1. Examination of the contract, AF 33 (600)-—28547, indicates that there is in the 
contract a paro form 94. The (d) clause of this paro form grants the Govern- 
ment the right to reproduce and distribute any such drawings as described in 
comment No. 1 for governmental purposes. 

2. Accordingly, if the drawings referred to in comment No. 1 were furnished 
in accordance with item 2 of part 1 (supplies to be furnished) of the contract, 
then, in that event, the markings appearing on the drawings as quoted in para- 
graph 2 of comment No. 1 are in derogation of the contract provisions and should 
be removed before reproduction of the drawings is made by the Air Force. 

3. It is the opinion of this office that if these drawings were furnished as 
stated in paragraph 2 above, the contractor should be advised that the Air 
Force will remove the stamp from the drawings and will reproduce the drawings 
and distribute them for governmental purposes in accordance with the contract 
provisions. 

4. This office has in the past recommended the placement of the following 
clause on drawings which are reproduced under the circumstances of this case. 
This clause may be made to appear on any reproduction of the Century drawings 
referred to in comment No. 1: 

“NotTiIceE.—When Government drawings, specifications, or other data are used for 
any purpose other than in connection with a definitely related Government pro- 
curement operation, the United States Government thereby incurs no responsi- 
bility nor any obligation whatsoever; and the fact that the Government may 
have formulated, furnished, or in any way supplied the said drawings, speci- 
fications, or other data, is not to be regarded by implication or otherwise as in 
any manner licensing the holder or any other person or corporation, or convey- 
ing any rights or permission to manufacture, use, or sell any patented invention 
that may in any way be related thereto.” 

5. It is the opinion of this office that the contractor should be advised of the 
Government’s position by the contracting officer rather than by this office. 


D. D. LAMBERT, 
Col. USAF. 
M. R. TIDWELL, Jr., 
Brigadier General, USAF., Staff Judge Advocate. 


JULY 22, 1955. 
Hon. Rocer LEwIs, 
Assistant Secretary of the Air Force (Materiel), 
Department of Defense, Washington 25, D. C. 

Dear Mr. Lewis: Century Industries Corp. is the holder of contract AF 33 
(600) 28547 for the manufacture of type MA 8 airborne rocket launchers, data 
and special tooling. 

The MA-3 rocket launcher is the designation given to the Century Industries 
Corp. model 3 “Smiley” rocket launcher during engineering evaluation tests at 
Eglin Air Force Base. This proprietary item was offered to the Air Force by 
Century Industries Corp. and after testing and evaluation covered in T. R. 54-14, 
(A. F. A. C.) the above contract for 100,000 launchers was negotiated. 


Status of contract 


At the present time, Century Industries Corp. is manufacturing the MA-3 
launchers at its plant in San Pedro, Calif., at the rate of approximately 1,000 
launchers per day. 


Patent and proprietary rights 


Under the above contract no background patent or proprietary rights were sold 
or granted by Century Industries Corp. to the Air Force. These facts are 
clearly set forth in all the correspondence between the Air Force and this com- 
pany since the inception of negotiations. 
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The MA-3 launcher was developed by Century Industries Corp., using in excess 
of $175,000 of company risk capital and no reimbursement has been requested 
by or offered to Century Industries Corp. 

During the recent hearings before the Subcommittee for Special Investigations, 
Committee on Armed Services, House of Representatives, the statement was 
made by Mr. John Powell and by Brig. Gen. Clyde H. Mitchell on behalf of the 
Air Force, that the Air Force had acquired the background patent rights to 
MA-3 launchers. Also, General Mitchell stated that requests for proposals to 
manufacture an additional 150,000 MA-3 launchers had been released to the 
automatie bidders list. This was done without regard for the rights of this 
company and without even consulting us. 

We are writing this letter for the purpose of calling this situation to your 
attention, and for the purpose of safeguarding the legal rights of this company 
in its proprietary item. Century Industries Corp., at its own expense and risk, 
developed the model 3 “Smiley” launcher now designated by the Air Force as 
the MA-3 rocket launcher, and Century Industries Corp. owns all the rights 
thereto. 

In view of the conflict of opinions as to the ownership of the rights to this item, 
we respectfully request that you investigate this matter as soon as possible in 
order to clarify the situation, and in order that this company’s rights may not 
be impaired. 

We earnestly desire to cooperate with your Department in the interest of 
national defense. Any conflict as to our position that we are the sole owner of 
the proprietary rights to the MA-3 rocket launcher should be resolved as soon 
as possible. 

We trust you will arrange a conference on this matter at once. We place our- 
selves at your convenience and await your reply. 

Sincerely yours, 


CENTURY INDUSTRIES CoRP., 
By S. R. ReIsmMan, 
Chairman, Board and General Counsel. 


94005— 57——-42 
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[First endorsement] 


AvueustT 26, 1955. 
Hg Air Materiel Command, Wright-Patterson AF Base, Ohio. 
To: Deputy Chief of Staff, Materiel, Hq USAF, Attn: Director of Procurement 
and Production—AFMPP-FQ-2, Washington 25, D. C. 


1. Contract AF33(600)-—28547 with Century Industries Corp. for type MA-3 
rocket launchers contained the foreground patents rights clause prescribed by 
ASPR at the time the contract was executed, September 1954. Such clause 
contained subparagraph (d) relating to the rights the Government acquired to 
use technical data furnished under the terms of the contract. 

2. The Staff Judge Advocate, this headquarters, has reviewed basic com- 
munication and adheres to the position it has consistently held that under the 
terms of such contract under which the drawings for the MA-3 rocket launchers 
were acquired, the Government has the right to distribute the drawings for 
governmental purposes which includes distributing the drawings to prospective 
bidders. There being no issued patents of which the staff judge advocate is 
aware, that office is of the opinion there is no legal prohibition against the Gov- 
ernment contracting for the procurement of the MA-3 rocket launcher, using the 
drawings as set forth above for this purpose. This opinion is fully supported by 
that of the Assistant Secretary of Defense, Supply and Logistics, Mr. Pike. July 
13, 1955, memorandum for Assistant Secretary of the Army (Logistics P&D), 
subject : Interpretation of ASPR 9-112. 

8. A transcript of the testimony of Brig. Gen. Mitchell and Mr. John Powell 
not being available to this headquarters, their exact statements are unknown. 
It is a fact that No. 33(600)-56—3, Invitation for bids July 18, 1955, on a quan- 
tity of 149,000 MA-3 rocket launchers have been requested from a large number 
(354) of large and small business prospective suppliers, including Century In- 
dustries. An additional 149,000 MA-3’s are planned to be negotiated with small 
businesses exclusively. Century Industries’ drawings and detail were included 
with such IFB’s. 

4. The position of this headquarters as to its rights to distribute such drawings 
has been fully explained to and discussed with Samuel Riesman and Irving Bab- 
bitt, counsel and president respectively of Century, by Deputy Director Procure- 
ment AMC, his staff and staff judge advocate at AMC on 8 and 9 August 1955. 
Certain representations and requests for additional considerations in existing 
Century contract AF33(600)-—28547 were made by those Century officials. A copy 
of the answer of this Headquarters to Century is inclosed. 

5. In addition to transcript of testimony which General Counsel has, fol- 
lowing reference may be of interest as additional information: 

Letter 22 March 1955, GJA to office of General Counsel, Attn: Mr. Jonathon 
Silverstone, subject Govt Reproduction Rights to Type GAX3 Airborne Rocket. 
Launcher. 

For the Commander: 
WILLIAM T. THURMAN, 
Brigadier General, USAF, 
Deputy Directory/Procurement Directorate of Procurement and Production. 


From: AFMPP-E Q-2. 

Subject: Rocket Launcher, MA-3. 

To: Commander, Air Materiel Command, Attn: MOPB, Wright-Patterson AFB, 
Ohio. 

The attached (copy) letter from the Century Industries Corp. San Pedro, 
Calif., is forwarded for information on which to base a reply. This reply is to 
be forwarded to this office not later than August 19, 1955. 

By order of the Chief of Staff : 

D. E. Riey, 
Colonel, USAF, 
Chief, Equipment Division, 
D/Procurement & Production, DCS/M. 
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DocumENts Reiatine To Century Inpustries Corp. PropuctTion or 
Rocket LAUNCHERS 


SEPTEMBER 14, 1954. 
MCPEA-M/J.C.Powell/rs 
Subject: Launcher, Rocket, Airborne, Type MA-3. 
To: Directorate of Procurement and Production Engineering, Headquarters, 
USAF, Washington 25, D. C. 
(Attention: AFMPE-—MA-2, Mr. Pollack.) 

1. Representatives of Century Industries Corp. and this headquarters met 
September 9 and 10, 1954, and have reached an agreement which will permit 
immediate processing of a contract for 100,000 units, except for 2 clearances as 
follows: 

(a) Subject launcher is now tentative standard. It is understood that a 
letter dated May 26, 1954 from Headquarters, USAF, to Headquarters, AMC, 
empowers your office to set the procurement limitation on tentative standard 
items. It is requested that your office set the limitation at 100,000 units to per- 
mit writing and performance of a contract. 

(b) Under exhibit WCL-755 the contractor will have about 60 days’ enforced 
shutdown while he and the Government perform first item testing. WADC 
cannot permit a waiver of this shutdown as it is bound to observe its procure- 
ment limitation of 200 units for the operational suitability tests at the Air 
Proving Ground Command. Century Industries stated that such a shutdown 
would require an extra $241,500. Century Industries also stated that the 
minimum economical production rate for that 60-day period would be 10,000 
units. Consequently, the proposed delivery schedule and first item test clause 
set forth on the enclosure to this letter was agreed to by Century Industries. 
It is requested that the buyer be permitted to use the proposed schedule and 
first item test clause. 

2. This headquarters is making the above recommendations for several 
reasons: 

(a) The procurement is extremely urgent, especially in view of the rocket 
production schedules and D-day requirements. 

(b) Both AMC and WADC personnel feel that the functional suitability tests 
conducted at the Air Force Armament Center in March 1954 demonstrated that 
the Century Industries launcher will pass the first item tests, and that any 
modifications that might possibly be required as a result of such testing could 
be made to the 10,000 launchers at much less cost than $241,500. 

(c) If Headquarters USAF will provide a high priority for a testing program 
at APGC, then 200 units can be selected from the first 500 produced and possibly 
be completely or almost completely tested at the time the first item tests are 
completed. This would provide a double check on the adequacy of the Century 
Industries launcher. 

3. This headquarters requires a decision from Headquarters, USAF, on these 
matters as soon as possible, in order that further delay may be avoided. 

For the Commander: 

E. H. WInson, 
Colonel, USAF, 
Chief, Aeronautical Equipment Division, 
Directorate of Procurement and Production. 


Incl: Proposed delivery schedule & first item test clause (2 cys). 
J. C. Powell, MCPEA-M. 

Jack J. Slamer. 

E. P. Young. 

W. B. Gould. 
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OcToBeR 1, 1954. 
MCPEA-M/JCPowell/gb/24104 
Subject: Contract AF 33 (600)-—28547. 
CENTURY INDUSTRIES CoRP., 
1600 Wilmington-San Pedro Road, 
San Pedro, Calif. 


GENTLEMEN: Enclosed are 5 numbers of contract AF 33(600)-28547. The 
copy marked “Advance Copy” is furnished for your information and may be 
retained by you. 

On the advance copy you will find that in part I (d) of the schedule provisions 
that two sentences have been marked in pencil. These sentences were not in 
the rough draft of this provision prepared by Mr. Lloyd Mowery, the lawyer 
who sat in on our conference of September 10, 1954. Headquarters, USAF, has 
more recently ruled that preproduction sample and first article clauses must 
have a definite statement to the effect that failure of a contractor to supply 
equipment meeting specifications will make the contractor liable for costs of 
correction and transportation. Previously this condition had been implied only. 

Your attention is also directed to part I (e) of the schedule provisions. A 
definite date had to be established for commencement of negotiations on a 
definite price for item 4. The buyer agreed to the date stipulated, since you 
will have produced 10,500 units, and will have acquired a definite knowledge 
of the special test equipment and costs thereof at that time. 

You are requested to examine MCMTT exhibit No. 1-7. Since the start of 
negotiations on this contract MCMTT exhibit No. 1-15 has been abolished, and 
technical publication requirements for armament and photographic equipment 
have been combined on exhibit No. 1-7. The following additions have been 
made on the new exhibit: 

1. Part la covers contractor-furnished aeronautical equipment, which has 
little or no effect on this procurement. 

2. Part 4 requires major revisions to be provided within 30 days prior to 
delivery of first production article affected. It also requires a contractor to 
notify the Government periodically when revisions are not necessary. 

It is hoped that you will understand that the changes enumerated above 
have not been made arbitrarily or capriciously. As related to your Mr. Durley, 
copies of this contract and the file supporting it have been submited to the Pro- 
curement Committee for their perusal. The granting of the approval referred 
to in General Provision 46 is based largely on the recommendations of this body. 
The contracting officer and the buyer have agreed to these changes only because 
it is their understanding that the changes will bring the contract within the 
committee’s requirements or standards. It is hoped that none of the changes 
will be objectionable to you. 

If this contract is acceptable, you are required to execute the remaining 
four copies as follows: 

1. An officer empowered to bind your firm contractually shall sign in the 
space provided on page 14. The officer’s name and title shall be typed under 
his signature. 

2. The certificate at the bottom of the signature page must be stamped with 
your corporate seal in the space provided, and signed by your secretary. If the 
secretary is the officer signing the contract, then another corporate officer must 
execute the certificate. 

You are hereby assured that your delivery schedule will be based on the 
date you receive a signed contract, and not on the date shown on page 1 of 
the contract. 

Four properly executed numbers of the contract should be returned to this 
headquarters, Attention: John C. Powell, MCPEA-M. 

Sincerely yours, 
RALPH B. BrINKMAN, 
Contracting Officer, Mechanical Equipment Section, Accessories Section. 
Inel. Contract AF 33 (600) -28547 (5 cys) 
J. C. POWELL. 
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CENTURY INDUSTRIES CORP., 
San PEDRO, CALIF., 
October 26, 1954. 
123-ILB-102654 
CoMMANDER, AIR MATERIEL COMMAND, 
Wright-Patterson Air Force Base, Ohio. 
(Attention: MCPSCC.) 


GENTLEMEN: We have this date completed OMC forms 203 which is our ac- 
aT of the receipt of the contractual document, contract AF 33 (600)- 
8547. 
We intend to meet all of our commitments to the Air Force and give you a 
product that you will be proud of. 
If there is anything we can do to assist in this program, please don’t hesitate 
to call on us. 
Very truly yours, 
CENTURY INDUSTRIES, INC., 
Irvine L. Bassitt, President. 


Subject: Memorandum on Sole Source Negotiations with Century Industries 
Corporation for Contract AF 33 (600) -—2847. 

Originally PR 144523 specified Century Engineering Dwg. No. 101638, type 
MA-1 rocket launchers. During negotiations with this company, an informal 
survey by the Los Angeles APD of this contractor’s facilities developed the fact 
that Century Industries Corporation was the manufacturing licensee of Century 
Engineering, Inc. An inquiry directed to Century Industries for MA-1 launcher 
disclosed that a type MA-3 launcher was being tested at Eglin Air Force Base 
which was superior to the type MA-1 launcher and an alternate low bid was 
received for the MA-3 launcher. On the basis of the Eglin tests, the Lab pre- 
pared Exhibit WCL-755 covering the MA-3 unit and recommended procurement 
to the new exhibit. Since delivery was critical to meet stock piling of rockets, 
negotiations were continued with Century Industries for 100,000 launchers on 
the basis that this was the only known contractor having a tested design and 
adequate facilities to meet requirements. The balance of this procurement of 
299,858 launchers are being reserved for competitive procurement.* Classified 
communications are on file in this office showing the need for these launchers 
and indicating higher level participation in this procurement. 

Epwarp B. REEp, 
Major, USAF, Chief, Mechanical Equipment Section, Accessories 
Branch, Aeronautical Equipment Branch. 
JAMES F. Rupp, 
Asst. for Procurement, Accessories Branch, Aeronautical Equipment Div. 
Rave B, BRINKMAN. 
JoHN ©. Powet., Buyer. 


TA #20057, 1/Lt C. E. Thurman 
TA #20075, Ralph B. Brinkman 
Travel Order No’s. 
AF 33(600)-28547 

To: Chief, Aeronautical Euipment Division 

Through :: MCPEA-M 

MCPEA 
From: 1/Lt. C. E. Thurman & Ralph B. Brinkman 
DECEMBER. 7, 1954. 
Trip REPORT 


1. Firm visited: Century Industries Corporation, San Pedro, California. 

A meeting was held at Century Industries Corporation with the administra- 
tive and production personnel from both the contractor’s plant and the Los 
Angeles APD. 

2. Dates of visit : November 30 and December 1, 1954. 
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8. Individuals contacted: 








Name Organization Position 
D:D. TR Wicciccsticdiassded LAAPD—SBHLSId_-._....-.-.- Production specialist. 
6 Ce eee LAAPD—SBHLS-ld..._.._.... Chief, production branch. 
C. F. von Lunenschloss_.........- BAMA, bons Std atn i ccdececch eae rv contracting officer. 
Died gM a di tt anetiuglliceMaaiiadied Inglewood area.................. nit qua control representative, 
ONG. Bivens -conncecnavsseccanns] Ee Ge Chis ees! control. 
R. C. Reser. _...................-.| Inglewood area office............ data. 
Birks Rea a. ois - otto ntes ie's nent (Oj) 4D ieiteon 
Te A cinta tema sinebetnlo ened Vice president. 
5. E. Birthrong.. muanaiien its ariaiend ices tae .| Chief engineer. 
SME ES: dicintantcb etl cnccbadalece a .| Production superintendent. 
Be 0 a iceik iad sin erbdibntiles Bechet re ...| Purchasing ager t. 
R. G. ERENT arene --—nnovn cilia Production control, 
R. F. Keurer-_- AS Ae ale Production manager. 
M. R. Sturdivant_. hh be Sites ole Director, gas control, 
is 2a on isin <i a sca teeiiiatbehdeil Director of sales. 








4. Purpose of visit: The main purpose of this trip was to resolve contractual 
matters concerning packaging and the bailment agreement on contract AF 
28547 and to inspect contractor’s facilities and production methods and discuss 
quality control with the AF inspector. 

5. Problems discussed: Shipment of bailed equipment, pending revision of 
packaging, and production problems were discussed with personnel of Century 
Industries and the APD. 

6. Commitments: AMC personnel promised to furnish the contrtctor the 
part number or stock number required to be placed on decals of subject rocket 
launchers by December 10, 1954. The packaging requirement was to be further 
discussed with packaging personnel at this headquarters to determine the neces- 
sity for extensive packaging of this equipment. This is to be resolved by a 
CCN. Furthermore a waiver of packup requirements on the first 500 launchers 
will be made by the same CCN. 

7. Accomplishments: As a result of this meeting, contractor, Los Angeles 
APD, and AMC personnel were able to resolve mutual problems concerning 
production, quality control, packaging, and bailed equipment. A discussion was 
held with Mr. Elder, the AF inspector, who was informed, privately, of the 
problems the Navy inspector had with this company on previous Navy contracts. 
It was also resolved with Mr. Reser of the technical data section of the AFD 
that 1 handbook for each package of 4 launchers would be adequate in lieu of 
1 handbook for each rocket launcher. This is to be resolved by issuance of the 
CCN. The contractor was informed that shipping instructions had been issued 
for the 10 rocket launchers to be tested at the AF Development Center at 
Inyokern. It was resolved that these 10 rocket launchers would be transported 
by Mr. Keupor, production manager, of Century Industries, by private auto to 
their destination. It was determined at the meeting that if the squib of subject 
rocket launcher was to be packed separately then it would be necessary to change 
the nomenclature of item 1 of the subject contract to read, “less squib”, with 2a 
separate item established for the squib alone. 

8. Problems unsolved: Deliveries should be made on time provided the bailed 
equipment and the packaging requirements to be established by CON is re 
ceived by the contractor in time. 

9. Action taken: followup of shipments of the bailed equipment is being made 
by the buyer. The packaging requirement was further resolved in a meeting 
the first afternoon after return of AMC personnel from contractor’s facility. A 
CCN is to be issued to cover the change in packaging and to waive packup re 
quirements on the first 500 launchers. Contractor is being contacted December 6, 
to determine the feasibility of having the separately packaged squib shippéd 
directly from the contractor’s vendor to the Air Force. 

10. Conclusions: Century Industries appears to have adequate facilities and 
storage space for manufacture of these rocket launchers in the quantities re- 
quired. The AF inspector was informed of Navy inspector’s problem in re 
quiring the contractor to adequately “dip” the Navy rocket launcher, and since 
he intends to carefully check the “dipping” process it is felt that no problem 
should arise regarding quality of this equipment. 

1/Lt C. E. THuRMAN, 
USAF Mechanical Equipment Section, Accessories Branch. 
RatpH B. BrRINKMAN, 
Contracting Officer, Mechanical Equipment Section, Accessories Branch. 











640 AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 


JuLY 8, 1955. 
E. M. Gabel/rs 


3-3147/B1lla/Rm267 
To: MCJCO. 


(Attn. : Mr. Blakeman.) 
From: MCPEA-M. 
Subject: Contract AF 33 (600)-—28547 Century Industries Corp. 


1. Submitted for your opinion is a copy of letter dated June 23, 1955, from 
Century Industr es Corp. in which they allege that the Government has damaged 
them to the extent of $214,627.56 by not making tests required by the contract 
in adequate time to avoid a choking of production and a partial factory shut- 
down. 

2. Your office was made aware of shipments made by the contractor together 
with other pertinent information in a previous disposition form dated June 29, 
1955, requesting an opinion as to the delinquency of the contractor. 

3. The following additional information is given: 

Approval was given on June 28, on the 28 rocket launchers sent to Eglin for 
ground firing tests. This enabled the contractor to ship 4,000 in addition to 
the 10,500 previously shipped. A report from the ACO dated July 1 stated 
that the contractor on July 1 was loading 4,000 rocket launchers for shipment. 


July 8, 1955. 
Date: Juty 14, 1955. 
Comment No. 2 
Mr. Bakeman/bes 
27170/B11/R201 
To: MCPEA-M. 
From: MCJCO 
Subject: Contract AF 33 (600)-—28547 Century Industries Corp. 

1. The contractor’s letter of June 23, 1955, forwards an invoice in the amount 
of $214,627.50 for standby time from April 28, 1955, through June 23, 1955, and 
requests payment thereof. While not specifically so stated, the contractor ap- 
pears to be alleging that the Government failed to inspect, test, and accept 
delivery of rocket launchers produced thereby causing the contractor’s produc- 
tion floor to be choked and necessitating a partial factory shutdown since April 
28, 1955. 

2. It is observed that the contractor’s invoice is not accompanied by any 
receipts, vouchers, or other documents or statements of cost supporting the 
amount claimed, nor is there any factual evidence presented by either the con- 
tractor or the contracting officer indicating the extent of the delay by the 
Government in conducting its inspections and tests, or to what extent such 
delay may have in fact delayed performance of the work. There is merely 
submitted the apparent allegation by the contractor. 

8. Clause 5, inspection, which we understand is included in subject contract, 
provides that all inspections and tests by the Government shall be performed in 
such a manner as not to unduly delay the work. However, no provision is in- 
cluded permitting the contracting officer to adjust the contract price so as to 
eompensate the contractor for any standby costs resulting from a failure by 
the Government to so perform such inspections or tests. Assuming without 
eonceding that the Government has failed to conduct its inspections and tests 
80 as not to unduly delay their work, and assuming without conceding that the 
contractor is entitled to relief, the contractor’s request for relief is for damages 
for breach of contract and the contracting officer is without authority to grant 
such relief absent the exercise of authority granted by Public Law 921, 81st 
Congress as amended. 

4. It is, therefore, our opinion that on the basis of the information and file 
Submiited, the contractor’s invoice should not, and cannot, be approved for 
payment. 

M. R. TIpWELtL, Jr., 
Brigadier General, USAF Staff Judge Advocate. 
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JUNE 23, 1955. 
To: COMMANDING GENERAL, 


Air Materiel Command, 
Wright-Patterson Air Force Base, Ohio. 
Subject: Contract AF33 (600) 28547. 
(Attention: Mr. Ralph B. Brinkman, Contracting Officer. ) 

We are herewith attaching our invoice No. 1173 in the amount of $214,627.56, 
covering standby time from April 28, 1955, to date. 

Since the 10,500 units have been shipped we have been waiting patiently for 
some measure of shipping relief. However, this has never been accomplished 
by Dayton through the local Air Force office. The test results on units fired at 
Eglin on Wednesday, June 15, have not, at this writing, been officially received 
in this office, either direct or through the local Air Force Procurement agency, 
and therefore our production floor has become choked to the point of being 
inoperative. 

We have spent thousands of dollars in attempting to reach and maintain a 
high production schedule so that shipments could be made in accordance with 
all agreements we have had in conference calls which were inclusive of the local 
quality control representative, so that there would be no question as to proper 
procedure. We have proceeded in accordance with these agreements. How- 
ever, the local authorities are not in agreement with all instructions discussed. 
Consequently, we are being severely penalized, both from a delivery standpoint 
and an extensive financial burden. 

A complete understanding of all those involved must, of necessity, be established 
immediately, so that the current stifling program can be eliminated. Test re- 
sults on firing must be scheduled consistently on a 1-day basis so that we can 
remain operative continuously. 

Our situation is status quo at the moment and we must insist on immediate 
written clarification so that misinterpretation will not be possible in the future. 
We ask that you immediately pass the attached invoice for payment since it 
constitutes the expense of keeping our plant open for this period. We will con- 
tinue to send in charges each week until full complete coordination is apparent 
from the Air Force that will allow us to operate a business in a businesslike 
manner. 

Very truly yours, 


CENTURY INDUSTRIES CORP., 
Irvine L. Basuirt, President. 











642 AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 











1800 WILMINGTON — Ay Prone 
SAN PEDRO, CALioginr 


Seid #8 
Fincnee iffices, oar es Pipeues UF eeer OAS 
Son Barherdinveg Ase Vaterict &rve Co) ooo 4 Ee veardiro sir Mate 


e,) Wre 2643, Vetsteal Antex £ OM BG49 | 
LOO RE les, Tartlornis ~ hee Anpwe ter, estes et 


+ 


@ 


i eye By sa ae 


& 


Arect Sepes : 

8B. Sep ,1L4S4 io a 

Sah LAE pe, Maey commen ay te te es eS btigorgigmmger or 
:‘ o : fy ia ; ; 


Sow OG Ba aces Wet Kiggoud ie! a3 


AS a ARIA te 


vneront 
¥ 





SeeAne wy Ps item . alter? pert 


taneby Tame tres Auril 25, wv THK si 
$UNd 22, 19SS 


RE Ree 


sae: 





TORT A RE RIN ene 






Sachem 18 fasees,” 


“cant mages comronsTi0% eae 





he Ge 








AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 643 


APRIL 22, 1955. 
MSG NO A-642 
To: MCPR V AFMPP-EQ. 
(Attention General Mitchell) 


1. This HQS examination MA-3 rocket launcher hearings and subsequent de- 
velopments, in our opinion, require that Air Force must be prepared to furnish 
clear statements regarding certain aspects of this procurement. Actual date of 
next hearing unknown, but suggest immediate establishment of position inasmuch 
as only 48 hours’ notice promised by House committee: Appreciate that you have 
already testified or furnished answers to many of these questions, but they are 
repeated in order that firm position may be established. 

A. Why did the Air Force pay $36.62 for a rocket launcher when the Navy 
was able to produce a launcher for $23.95? 

B. Why did the Air Force not seek further competition in its rocket launcher 
procurement? 

C. Why did the Air Force deal solely with a company whose launchers disin- 
tegrated during Navy tests? 

D. Were officers responsible for rocket launcher procurement directed to do 
business with one named company—Century Industries? 

E. Is the MA-~1, for which proposals were originally requested, sufficiently dif- 
ferent from the Aero 6—-A so as to require substantial tooling or changes in the 
production processes of the Radiant and Spra-Con Co.’s plants? If not, what 
are v8 reasons for not requesting proposals from these companies in 1953 or 
early 1954? 


F. With regard to the Air Forces relations with the Radiant and Cincinnati 
Companies: 

(1) What was said to Mr. Peterson and other representatives of Radiant with 
regard to subsequent procurements which might be made from them and with 
regard to proprietary rights in the MA-3 launcher? 

(2) Was Mr. Knoebel or any other representative of the Cincinnati Company 
in mid-1954 shown a specification and told that the company would have an op- 
portunity to compete for business in the very near future? Did Mr. Knoebel 
bring a model of a rocket launcher to Wright-Patterson in May 1954, which 
was not accepted for testing? Was Mr. Knoebel advised during a later visit that 
a procurement from Century Industries was directed? To what regulations was 
he referred when he asked questions about the withholding of information on 
the MA-3 award and the lack of competition? 

G. With regard to the Air Forces relations with Century Industries: 

(1) Why did the Air Force go ahead and place a contract with Century Indus- 
tries after other companies in the business were advised in mid-1954 that they 
would have an opportunity to compete for the business? Did someone direct that 
a contract be placed with Century Industries without giving other companies a 
chance to submit proposals, and if so, who? 

(2) When did the disintegration of Century Industries launchers take place 
in Navy tests and when did the Air Force become aware of the fact? What 
action did the Air Force take when it learned of the disintegration of the Indus- 
tries launchers? 

(3) Has there been any disintegration of Industries launchers or have any 
other defects in them showed up during Air Force tests? 

(4) Given the necessity for speedy delivery of rocket launchers, have there 
been delays on the part of the Air Force in testing samples submitted by Century 
Industries and in furnishing that company with Government equipment which 
had been promised to it, and if so, what is the reason for such delays and how 
long have they been? 

H. What is current production status of contract? Is contractor. delin- 
quent and to what extent did Government contribute? What are causes of 
delinquency and is termination being considered? In other words, Air Force 
should be prepared to explain current situation and get well forecast in view 
of high urgency which has existed since the procurements inception. Our case 
for initially not seeking additional competition in this procurement based pri- 
marily on urgency of requirement. The long period that elapsed between initia- 
tion of procurement and final execution of the contract, as well as our plan to 
approach other companies in mid-1954 after a specification had been developed 
and difficulties had arisen in our negotiations with Century Industries, will re- 
quire careful examination in light of the stated urgency. 
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I. What is current status of partial payments made against this contract? 
Is Air Force withholding partial payments due the contractor and for what 
reason? 

2. In addition to above questions, this HQS (Lt. Col. Tapp) is developing 
position on the following: 

A. What coordination has there been between the Air Force and the Navy 
in the rocket-launcher program and specifically what are the names of the 
people and groups which have been set up to coordinate these problems? 

B. What are the reasons for the differences between the Navy and the Air 
Force launchers? 

C. What is the Air Force’s position with regard to the use of the rocket 
launcher as a shipping container and what is the basis for that position? 

D. Aside from the suspension and the shipping-container feature, are there 
any differences between the Navy’s launcher and the Air Force launcher which 
must be maintained because of the different missions of the services? 

3. Address inquiry regarding above AFMPP. 

Note.—Line 8 of para. H, should have a period after the word “require- 
ment.” 

Recd MSG No A-642 221522 EST Apr 55 MCP MNQ. 





Rer: AFMPP-EQ Mae No. A-542 Drp 22 Apr 55 To GENERAL MITCHELL, MCPR 


1A. (1). On a previous procurement, by the Navy, made in July 1953, they 
split a requirement of 120,000 Aero 6A launchers equally three ways and paid 
$45.50, $44.80, and $41,29 apiece on each of the contracts. 

(2). This was the first A. F. production contract for the MA-3 launcher and 
the only information we had in July of 1954, was the above three contracts 
and the price appeared fair and reasonable. (A. F. field people had made a 
check of Navy costs and informed AMC buyer that the costs were comparable.) 

3). The Navy placed their follow-on Aero 6A contract in December of 1954. 
The A. F. had negotiated the MA-3 contract in July-August 1954 and contract 
was received by Century Industries Corp., October 27, 1954. The Navy asked 
for bids—Aero 6A, September 7, 1954, and these bids were opened October 11, 
1954. 

1B. (1). Century Industries Corp. had submited some 70 samples gratis to 
the A. F. of what appeared to be a better launcher than previously known. 
Tests proved they were acceptable. 

(2). The requirement was urgent. We were receiving rockets and did not 
have launchers; consequently, our capability for air-to-ground action was at 
zero. 

(3). We did not have procurement data in the form of detailed specification 
prints or samples with which to solicit other potential suppliers. 

(4). The costs appeared to be fair and comparable with Navy experience to 
that date. 

(5). We were dealing with a concern that had produced similar items and 
who had engaged in development on their own initiative and expense. 

(6) The contractor had equipment, capacity, manpower, and technical know- 
how capacity to meet an urgent and short lead time. 

(7). We were only placing about one-fourth of our requirement, because the 
A. F. was getting complete rights to reproduce. 

(8). The A. F. could satisfy the majority of their requirements on a com- 
petitive and possible less costly basis after tests had adequately proved the 
MA-3 design. 

1C. The buyer was not aware of the distintegration charges until November 
22, 1954 (date of BuAer visit). This trip occasioned by seeing many Aero 6A 
launchers in Century Industries plant in first week of Nov. 1954. 

1D. To the effect that PR 144523 read, “in accordance with CIC Dwgs RD 
11-3200 & RD 11-3220” from May 27, 1954 to July 27, 1954, yes, since AMC 
did not have rights to those drawings. After latter date MCPEA-M could have 
solicited other firms on a design evaluation basis. Except for Century In- 
dustries’ design, any design selected would have had to pass functional and 
operational suitability tests, plus preproduction and first-item tests. (“Smiley” 
had OST and first-item tests only to pass.) 

1E. The assembly of the 7 raw tubes and the dipping and curing processes 
(and, therefore, the conveyor system used) would not differ much between the 
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MA-1 and the Aero 6A. From there on the tooling could not be interchangeable, 
because of differences in bulkheads, outer shell configuration, wiring, inter- 
valometers, types of suspension, ete. This question is difficult in the respect that 
USAF has sent no qualified survey team to investigate Radiant or Spra-Con’s 
launcher production methods and facilities. PR 144523 stipulated MA-1 launch- 
ers in accordance with Century Engineers, Inc., dwg 1031638. USAF had no 
right to these drawings until S/A #1 (dtd Mar. 19, 1954) to AF 33 (600)—26580 
obtained such. The drawings were not in hand until after the “Smiley” had 
replaced the MA-1 launcher by virtue of superior performance at Eglin. 

1F. (1). Radiant and Cincinnati Industrial were told that probably a sub- 
stantial procurement would be made in the future, and that it was not sure 
whether it would be made on a design evaluation basis or on specification plus 
drawing basis. If drawings were used the Government would provide usual 
protection from patent infringement. In any event, follow-on procurement 
would probably be competitive, and both Radiant and Cincinnati would be given 
opportunities to quote on such a procurement. 

(2). Possibly Mr. Knoebel was shown a copy of the rough draft of WCL—755 
in late June or early July 1954, between the collapse and the reopening of nego- 
tiations with Century Industries. Neither procurement nor engineering per- 
sonnel remember M. Knoebel’s bringing a model to WPAFB in May 1954. Mr. 
Kanoebel was not advised that the procurement was directed to Century Indus- 
tries. The buyer showed Mr. Knoebel ASPR 2-408.1, pertaining to disclosure 
of information to unsuccessful bidders under negotiated procurements. Mr. 
Knoebel reviewed the page affected by ASPR Revision #35 dated Oct. 15, 1954. 
The change to ASPR 2-408.1 was actually effected in ASPR Revision #33 dated 
Sept. 10, 1954, and Revision #35 only made changes elsewhere on the same page. 
As for lack of competition. Mr. Knoebel was probably referred to section 2 (c) 
(1) of the Armed Services Procurement Act, the citation appearing on the 
contract. 

1G. (1). After June 14, 1954 (when Century Industries broke off negotiations) 
it appeared that USAF could not buy “Smiley,” even though it was the best 
launcher tested up to that time. It appeared also that a design evaluation type 
procurement would be necessary; consequently, other firms may have been told 
that there were possibilities of launcher procurement soon. Century Industries’ 
willingness to reopen negotiations in mid-July canceled plans for the time- 
consuming design-evaluation procurement. Reasons for this are cited in answer 
B. 
(2) MCPEA-M does not know when disintegration occurred. First indisput- 
able word was received by buyer during BuAer visit of Nov. 22, 1954. All 
personnel concerned (Hq USAF, Hq AMC, and WADC, Los Angeles APD) were 
advised immediately. Los Angeles APD personnel were directed to contact 
cognizant USN Inspector, which was done. 

(3) No Century Industries launchers have disintegrated during USAF tests. 
Following minor discrepancies found: (a) failure of safety wire on front 
hanger during vibration and (b) misfit on front hanger for B—57 and F-84 craft. 
Launchers fired at Inyokern were so little damaged that they could have been 
reused. Launchers were subjected to environmental tests (high temperature, 
low temperature, vibration, rain, humidity) of MIL—E—-5272, static load and 
jettison tests, 5 complete handling cycles, electrical continuity, rocket loading, 
detent pull, ground firing, high-speed flight, maneuver, rain, rough landing, 
taxiing, aerial firing, aerial jettisoning (loaded and empty). 

(4) So far as this Hq is aware, all Government tests were conducted promptly 
as soon as the launchers were made available by the contractor. The contractor 
has complained only about not receiving the type Aero 14B combination bomb 
rack and rocket launcher until March 24, 1955; however, he has not (to the 
knowledge of this Hq) instituted any claim for delivery schedule revision under 
General Provision 22, “Government-Furnished Property.” The buyer requested 
loan of Aero 14B from BuAer on Nov. 12, 1954. Local BuAer liaison office fol- 
lowed up on Feb. 11, 1955, after contractor’s initial complaint of Feb. 10, 1955, 
but reason for delay was never determined. 

1H. As of Apr. 30, 1955, production statistics are: 2,765 units accepted and 
delivered; 5,467 units in process; 2,883 units rejected, with simple rework 
required. 

Contractor was given qualified disapproval Apr. 22, 1955 on first item test 
reports. Meeting slated for May 17, 1955, to resolve those problems, plus method 
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of testing detents and forward hanger design. Contractor has had trouble in 
drill jig and swedging operations, and placing of aluminum orders. Termination 
is not being considered at present. Under schedule now appearing in contract, 
40,500 units should have been delivered by Apr. 24, 1955; however, acceptance of 
units delivered late has waived delinquency on these items. Failure of the 
Government to promptly provide Aero 14B rack-launcher and Air Force stock 
number could have contributed to such delinquency; however, Aero 14B not 
needed until kit design approved, and stock number requirement was waived on 
first 500 units contractually. 

1I. Progress payments 10, 11, and 12 were paid by check on Apr. 18, 1955. At 
that date no other requests for progress payments were being withheld or 
delayed. 
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Date: APRIL 29, 1955. 
Comment No. 2 
Mr. Bakeman/ligd 
27170/B11/R200 
Subject : Contract AF 33 (600)-—28547, April 21, 1955. 
To: MCPEA-M. 
From: MCJCO. 


1. You request advice concerning the question of the contractor’s delinquency 
with respect to deliveries under subject contract. From the facts disclosed by 
the files presenied, as supplemented by a memorandum from this office dated 
April 25, 1955, and the buyer’s response of April 26, 1955, all of which are sum- 
marized below, it is our opinion that the contractor should not be considered 
delinquent as of April 20. A discussion of the several points involved follows. 

2. The signed copy of the contract having been received on October 27, 1954, 
part II, “Delivery,” required the contractor, subject to the provisions of part 
I (d), to deliver 100,000 rocket launchers as follows: 

500 by December 27, 1954. 

10,000 by February 23, 1955. 

10,000 by March 25, 1955. 

20,000 by April 24, 1955. 

20,000 each month thereafter until complete. 
Under part I (d), the contractor was required to deliver 10 of the first 500 
launchers together with a report of the results of certain tests to be conducted 
thereon by February 3, 1955 (thus reducing the quantity of launchers to be 
delivered by December 27, 1954, to 490). The Government was obligated to 
approve the 10 launchers and the report by February 23, 1955, and, pending such 
approval, the contractor was “authorized to deliver to the Government the first 
10,500 units.” [Italic added.] Part I (d) further provided: 

“In the event that the Government fails to express its approval or disapproval 
within the time specified * * * due solely to the Government’s failure to act, 
then the delivery schedule specified in part II (a) hereof is automatically 
extended to the extent of the Government’s delay. In the event, however, that 
the failure to approve or disapprove is due to the contractor’s failure to submit 
the 10 launchers and/or reports within the time specified * * * and, as a result, 
the contractor is unable to deliver in accordance with the schedule set forth in 
part II (a) hereof, the contractor shall be considered delinquent in the perform- 
ance of this contract.” [Italic added.] 

3. First, does the use of the phrase “authorized to deliver” in part I (d) 
mean that the contractor was not required to deliver 10,500 units by February 23? 
We think not, because such interpretation would render meaningless the pro- 
vision above quoted that if the contractor failed to meet the delivery specified 
in part II because of the Government’s failure to approve the report, the con- 
tractor would nevertheless be delinquent if the Government’s failure resulted 
from the failure of the contractor to submit the report on time. In additien, 
there is no indication that either party so construed the term. 

4. Next, it is to be noted that on December 14, 1954, and again on December 
28, 1954, and on January 20, 1955, the Government issued engineering change 
notices (CCNs), pursuant to the “Changes” clause, which notices have not been 
formalized. Ordinarily, until it is determined whether such changes cause an 
increase or decrease in the time of performance in accordance with the “Changes” 
clause, the delivery schedule may not be considered as final. However, under 
the provisions of the “Changes” clause, if any change results in an increase in the 
time of performance, the contractor must make a claim within 30 days for an 
adjustment in the delivery schedule. Accordingly, since the contractor has 
made no claim for adjustment within 30 days after the issuance of the CCNs, 
and since as of April 23, 1954, there appears to be no concrete evidence that such 
changes would in fact increase the time of performance, it cannot be said that 
the delivery schedule set forth in part IT is not in effect because of such CCNs. 

5. Next we consider the question of whether the Government has in any way 
waived the delivery schedule. As of December 27, 1954, when 490 units were 
to have been delivered, there had been no deliveries. There were no deliveries 
during the month of January. However, the Government did not terminate the 
contract, but rather, as evidenced by the issuance of the three CCNs, still looked 
to the contractor for performance. As of February 3, 1955, when 10 additional 
units plus the report were to have been delivered, there apparently were still no 
deliveries. However, 200 units were delivered and accepted during the re- 








AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 649 


mainder of the month of February. Nevertheless, as of February 23, 1955, when 
an additional 10,000 units were to have been delivered, only the above-mentioned 
200 units had in fact been delivered. During the month of March, 204 additional 
units, for a total of 404, were delivered and accepted by the Government. 

6. At a meeting on April 5, 1955, agreement was reached with the contractor 
(which agreement was confirmed in writing by the administrative contracting 
officer’s letter of the same date), whereby the contractor agreed to make delivery 
as follows: 

1,000 by April 9, 

1,750 by April 16, 
2,750 by April 23, 
4,500 by April 30, 


or a total of 10,000 units during the month of April, with 20,000 units a month 
thereafter until completion. It is to be noted that the administrative contracting 
officer’s letter of April 5, 1955, further stated “There is a critical need for these 
rocket launchers. This point cannot be overemphasized, nor can it be over- 
emphasized that only the delivery of rocket launchers can fulfill the contract 
requirements. The undersigned informs your representatives that if the 
promised deliveries as set forth above were not made, it will be deemed necessary 
that consideration be given to a recommendation for the termination of the con- 
tract.” , 

7. The failure to terminate the contract during a 3-month period, the re- 
peated acceptance of deliveries, all culminating in the agreement of April 5, 
operated as a waiver of the delivery schedule set forth in the contract (see appeal 
of Midwest Engineering & Development Co., Inc., ASBCA Nos. 982, 983). 
Accordingly, the schedule set forth in the administrative contracting officer’s 
letter of April 5 became the new and required delivery schedule. 

8. Under the new schedule, 1,000 units were to have been delivered by April 9. 
While we are informed that 1,105 units were delivered by April 20, we do not 
know how many were delivered by April 9. We cannot, therefore, state that the 
contractor was or was not delinquent as of April 9. However, by April 16 an 
additional 1,750 units, for a total of 2,750, were to have been delivered. Since, 
as above stated, the contractor had delivered only 1,105 units by April 20, it is 
obvious that as of April 16 the contractor was delinquent under the new 
schedule. 

9. Has the Government waived this delinquency? There is no indication in 
the file as to whether deliveries were accepted after April 16. However, it is 
stated that Hq USAF authorized the issuance on April 20 of a statement (ap- 
parently to both the contractor and he public) by the Chief, Aeronautical Equip- 
ment Division of this hq, as follows: 

“The Government and Century Industries Corp. entered into a contract for 
100,000 rocket launchers. The Government expects the contractor to live up to 
his obligation by furnishing the articles as agreed to contractually. There is no 
intention on the part of the Government to terminate the contract providing all 
aspects of the contract are met.” 

10. When the time of delivery of certain articles passes and the Government 
fails to terminate and encourages the contractor to proceed, so as to lead the 
contractor to believe that the delivery of such articles will be accepted at some 
future reasonable time, the delivery schedule, with respect to such delinquent 
articles, is waived (appeal of the Midwest Engineering Co., supra). Thus there 
is the question of whether the above statement of April 20 could have encouraged 
the contractor to proceed or could have lead him to believe that the delivery 
of the articles then delinquent would be accepted at some future reasonable time. 
It is our opinion that it cannot be said as a matter of law that, given an inter- 
pretation most favorable to the contractor, the statement that the Government 
has no intention of terminating providing the contractor fulfills its obligations, 
at the very time that the contractor already has failed to meet delivery schedule, 
could not be taken as meaning that the then-current delinquency was excused. 
On the contrary, we believe that the effect of the statement was to waive the de- 
livery required on April 16. We thus conclude that as of April 20 the contractor 
was not delinquent. 

11. The above should not be taken as meaning that the acceptance of the de- 
liveries due April 16 after the date due constitutes a waiver of the whole de- 
livery schedule with respect to future deliveries. The fact that the Government 
accepts one installment after the date due does not require it to accept other 
installments which do not meet the schedule (see Restatement on Contracts, sec- 
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tion 300). Nor is the statement of April 20, in our opinion, sufficiently broad to 
cover other than the then-current delinquency, particularly when read in con- 
nection with the prior agreement of April 5. The April 20 statement cannot 
therefore be taken as a waiver of the requirements with respect to future de- 
liveries. Accordingly, if the contractor fails to make delivery of the 2,750 units 
required during the week ending April 23, the contractor could be considered de- 
linquent as of that date. (At the time of this writing, information concerning 
such deliveries was not readily available. ) 
M. R. TIDWELL, 
Brigadier General, USAF, Staff Judge Advocate. 


APPENDIX 11 


Arr Force Proposa to Procure MA-1 Rocker LAuncuers, J ANUARY- 
Fesrvuary 1954 
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DACRE ABOVE FOR COMMUNICATIONS CENTER ONLY 
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MCPPLR6/JCPowell/rmp/2—4104 
JANUARY 13, 1954. 
CENTURY ENGINEERS, INC., 
2741 North Noami Street, 
Burbank, Calif. MCPPLR-6 


GENTLEMEN: It is requested that you submit a proposal covering the follow- 
ing items. Your proposal should include both unit and total prices. 


Item Quantity Unit Description 


l ) Each Cluster adapter, f/2.75’’. Rocket, 
type MA-1, in accordance with 
your drawing No. 101688 and de- 
tails thereto entitled “ECARL 
Launcher Assembly.”’ 


2 1 | Set Engineering data in accordance 
with table III, part A, inclosed. 

3 1 do Technical data in accordance with 
MCMTT exhibit No. 1-15, in- 
closed. 


i You are requested to furnish quotations on each of the quantities set forth in the alternate bids below: 
Bid A, 100,000 units; bid B, 170,000 units; bid C, 290,000 units’ bid D, 353,600 units. 


The following terms would be applicable to this procurement : 
Delivery 


Ten each adapter clusters are to be furnished the Wright Air Development 
center at this installation as preproduction samples, all transportation charges 
prepaid. This quantity is in addition to the quantities specified under the al- 
ternate bids. It is therefore necessary for your firm to provide (a) the best 
possible delivery you can make on the preproduction samples, predicated on the 
date of receipt of a duly executed contract ; and (b) the best possible delivery you 
can make on each of the alternate bid quantities, predicated on receipt of Gov- 
ernment approval of the preproduction samples. It is anticipated that pre pro- 
duction testing will require from 31 to 45 days. 


FE’. 0. b. point 


Carrier’s equipment, origin for item 1; items 2 and 3 to be in accordance with 
table III, part A, and MCMTT Exhibit No. 1-15, respectively. 


Inspection and acceptance 


Contractor’s plant (specify exact location) for item 1; items 2 and 8 to be in 
accordance with table III, part A, and MCMTT exhibits No. 1-15, respectively 
Preservation, packaging, packing and marking 

It is requested that you describe the methods of preservation and packaging 
best suited for this equipment. The equipment shall be domestic packed and 
identified in accordance with AMC Form 163C, enclosed. 

The following forms (copies enclosed) would be made a part of any resulting 
contract : 

1. Standard Form 32 

2. MCP Form 71-32-(5) dated March 24, 1953, and addenda 2 thereto, except 
that clause 36, entitled ““Renegotiation”, is hereby deleted and the following sub- 
stituted in lieu thereof: 

“36. Renegotiation: 

“(a) This contract shall be subject to any act of the Congress, whether hereto- 
fore or hereafter enacted and to the extent indicated therein, providing for the 
negotiation Act of 1951 (P. L. 9, 82d Cong.) except any subcontracts of a class or 
required by any such act without subsequent amendment of this contract specifi- 
cally incorporating such provisions. 

“(b) The contractor agrees to insert the provisions of this clause. including 
this paragraph ‘(b)’ in subcontracts as defined in section 108 (G) of the Re- 
negotiation Act of 1951 (P. L. 9, 82d Cong.) exempt any subcontracts of a class or 
type described in section 106 (A) of the Renegotiation Act of 1951. 

(c) Nothing contained in this clause shall impose any renegotiation obli- 
gation with respect to this coritract or any subcontract hereunder which is not 
imposed by an act of Congress, heretofore or hereafter enacted.” 
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3. PARO forms 9-4, 9-7 and 9-10C. 

The following conditions must be imposed on this procurement: 

1. Any contract resulting from your proposal will be assigned a defense order 
rating under the provisions of National Production Authority Regulation No. 2. 
Allotments of controlled materials must be obtained by application to the ap- 
propriate (1) claimant agency or (2) industry division of the National Produc- 
tion Authority as set forth in CMP Regulation No. 1. 

2. Within 60 days after completion of the proposed contract, you will furnish 
the contracting officer a statement, certified by the president, treasurer, or other 
chief financial officer of your firm, showing your aggregate costs of contract 
performance, the aggregate amounts of money received from the Government 
thereunder, and the profits or loss experienced thereon. 

3. If your proposal is favorably considered, an Air Force survey team may 
contact your facility for the purpose of determining your financial and technical 
ability to perform. 

The following information is also required to be included in your proposal : 

1. Three signed copies of WD form 105A (enclosed). 

2. Statements as to (a) whether or not you will require any Government 
financing (and if so, of what type) or additional employees (and if so, approxi- 
mately how many) to perform under any contract resulting from your proposal, 
and (b) whether or not the aggregate number of employees that your firm and 
its affiliates employ exceeds 500. 

3. An estimate of the percentage of subcontracting necessary for this procure- 
ment. 

4. This headquarters must have your representation as to whether or not 
(1) you have employed or retained any company or person (other than a full- 
time bona fide employee working solely for your firm) to solicit or secure the 
proposed contract), and (2) that you have or have not paid or agreed to pay 
to any person or company any fee, commission, percentage or brokerage fee, 
contingent upon or resulting from the award of the proposed contract. 
Further, you must agree to furnish information relating thereto as requested by 
the contracting officer. 

If you make an affirmative representation to either (1) or (2) above, the 
contracting officer may request you to furnish a complete Standard Form 119 
(Dec. 52 Ed.) entitled “Contractor’s Statement of Contingent or Other Fees 
for Soliciting or Securing Contract.” If you have previously furnished said 
forni, you need onty to stute when the form was finished, with what invitation 
for bids or request for proposal, and certify that said form would be applicable 
to this procurement. 

Your proposal should contain a specific statement of aceptance of the terms 
and conditions outlined herein. Your proposal should be submitted in triplicate 
(all copies signed) direct to this headquarters, Attn: Mr. John C. Powell, 
MCPPLR6, At the same time one complete carbon copy of your proposal must 
be forwarded to the Los Angeles Air Procurement District, P. O. Box 2642, 
Terminal Annex, 155 W. Washington Boulevard, Los Angeles 54, California. It 
is requested that this Headquarters may have your proposal within 20 days. 

Sincerely, 
JAMES FE. DAVOLrt, 
Colonel, USAF, Chief, Electronics Branch, Procurement Division. 
Incls: 

1. Table III, part A. 
MCMTT Exhibit No. 1-15. 
AMC 1638C. 
SF 32. 
MCP 71-32-(5). 
Addenda 2. 
PARO 9-4. 
PARO 9-7. 
PARO 9%-10C. 
10. WD 105A (5 eys). 
ec: Los Angeles APD. 
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DISPOSITION FoRM 
Fepruarky 8, 1954. 
Mr. Powell 24184, 3523 
Mr. Robert Beck/rmp 
2-4125/Bldg 11/Rm 138 
Subject: Procurement of Cluster Adapters under Purchase Request No. 144523. 
To: MCPJ (RR). 
From: MCPPLR-6. 

1. Purchase request No. 144523 calls for procurement of 353,600 cluster adapt- 
ers f/2.75’’ rocket, type MA-—1 in accordance with Century Engineers, Inc., draw- 
ing No. 101638 and details. 

2. As the only procurement data available was reference to the Century 
Engineers drawing, under which 400 units were recently procured from that 
concern for service test, under contract AF 33 (600)-—26580, a request for pro- 
posal was forwarded to that concern January 13, 1954, covering the quantity 
on PR 144523. About January 28, 1954, this office received information to the 
effect that there was an agreement existing between Century Engineers, Inc., 
and Century Industries Corp. whereby the Industries concern was given the 
exclusive right to manufacture and sell all production items which may result 
from the research and development programs of the Engineers concern. (A 
copy of this agreement is forwarded herewith. ) 

3. Present indications are that Century Engineers will not submit a proposal, 
and as the Industries concern is presently producing a similar item for the 
Navy, it is proposed that Industries be requested to submit a proposal on a 
part of the present requirement using the Engineers drawing No. 1011638 as 
procurement data. 

4. The following may be of assistance in connection with this request: Navy 
Contract NOas 53-520f dated December 31, 1952, for 5,000, AE ROGA aircraft 
rocket launcher packages, drawings and disclosure of the plastic process used, 
was placed with Century Engineers. This contract was later assigned to the 
Industries concern by agreement between Navy and the two concerns dated 
June 13, 1958. (Copies of these two documents are forwarded herewith). While 
the Navy version of this article is not identical to the Air Force item, they are 
basically the same. Navy placed contract NOas 54-145f with Industries for 
40,000 units in July 1953. These were identical to those called for under the 
contract for 5,000 units. Two contracts for service test quantities of the Air 
Force version of this item were placed by MCPPLR-6 with Engineers, using 
that concern’s drawing or model number. While both contracts contained PARO 
9-4 and 9-7 drawings were not procured. 

5. It is requested that an opinion be given on the following: 

A. Does the Government have the right to the use of Century Engineers draw- 
ing No. 101638 and details thereto, to use same for procurement of the item 
from sources other than Century Engineers? 

B. In view of the agreement dated April 29, 1953, between the two concerns, 
does the Government have the right to solicit a proposal direct from Century 
Industries? 

C. If a procurement is placed with Industries using the Engineers drawings, 
could Industries pass to the Government all rights to these drawings and other 
data for use in procurement from other sources? 

Rorert BEcK, 
Chief, Accessories Unit, Armament Section, 
Electronics Branch, Procurement Division. 


Cy Agreement dated April 29, 1953. 
Cy Assignment dated June 13, 1953. 
Cy Contr NOas 53-520f. 
Cy Contr NOas 54—-145f. 
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Ferruary 24, 1954. 
Subject: Procurement of Cluster Adapters under Purchase Request No. 144523 
To: MCPPLR-6 
From: MCJPC 


Comment No. 2 


Paragraph 5, comment No. 1, is answered as follows: 

A. The Navy contracts, NOas 53-520-f and NOas 54-154-f, grant to the 
Government a license to reproduce, have reproduced, and disclose each inven- 
tion or modification thereof relating to or disclosed in the data and the equip- 
ment required to be delivered under the contracts. See par. (i), section Q of 
NOas 53-520-f. Further, in par. (d) of this section the Government received 
the right to reproduce, disclose, and use for governmental purposes all drawings 
and other data specified to be delivered under that contract. Accordingly, it 
is considered that the Air Force has the right to reproduce and use Century 
Engineers, Inc., drawing 101638 and to have reproduced the item described 
thereon, where that item is substantially as delivered to the Navy under either 
of the above Navy contracts, and where the differences between the item shown 
and the Navy item are not considered patentable. 

B. The Government has the privilege of soliciting proposals from either con- 
tractor. This privilege is based on the rights acquired under the Navy contracts, 
and paragraph 10 of the April 29, 1953, agreement which respects these rights. 

C. Yes, provided that the data is specified to be delivered in a contract which 
contains a copyrights clause (ASPR 9-202) and a special reproduction rights 
article (ASPR 7-—107.1, par. (d)). 

D. G. LAMBERT, Colonel, USAF, 
(For M. R. Tidwell, Jr., Colonel, USAF, Staff Judge Advocate). 


CONTRACT CORRESPONDENCE 

FEBRUARY 26, 1954. 
MCPPLR-6/JCP/igs 

CENTURY INDUSTRIES, INC., 

1600 Wilmington-San Pedro Road, San Pedro, Calif. 
Attn: Mr. I. L. Babbitt. 
GENTLEMEN : It is requested that you submit a proposal covering the follow- 
ing items. Your proposal should include both unit and total prices. 





Description Item | Quantity Unit 
Cluster Adapter, f/2.75 inch Rocket, Type M A-1 in accordance 1 (*) | each. 
with Century Engineers, Inc. drawing No. 101638 and details | | 
thereto entitled “‘ECARL Launcher Assembly”’. 
Engineering data in accordance with table ITI, part A, inclosed 2 1 | set. 
Technical data in accordance with MC MTT exhibit No. 1-15, 3 1 Do. 


: | 
inclosed. | 





. 

1 You are requested to furnish quotations on each of the quantities set forth in the alternate bids below: 
Bid “‘A’’: 50,000 units. 
Bid “B’’: 100,000 units. 


The following terms would be applicable to this procurement: 
Delivery 

Ten each adapter clusters are to be furnished the Wright Air Development 
Center at this installation as preproduction samples, all transportation changes 
prepaid. This quantity is in addition to the quantities specified under the 
alternate bids. It is therefore necessary for your firm to provide (a) the best 
possible delivery you can make on the preproduction samples, predicated on the 
date of receipt of a duly executed contract; and (b) the best possible delivery 
you can make on each of the alternate bid quantities, predicated on receipt of 
Government approval of the preproduction samples. It is anticipated that pre- 
production testing will require from 31 to 45 days. 


F. O. B. point 


Carrier’s equipment, origin, for item 1, items 2 and 3 to be in accordance with 
table III, part A, and MCMTT exhibit No. 1-15, respectively. 
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Inspection and acceptance 


Contractor’s plant (specify exact location) for item 1, items 2 and 3 to be 
in accordance with table III, part A, and MCMTT exhibit No. 1-15, respectively. 
Preservation, packaging, packing and marking 

It is requested that you describe the methods of preservation and packaging 


best suited for this equipment. The equipment shall be domestic packed and 
identified in accordance with AMC form 163C, enclosed. 


The following forms (copies inclosed) would be made a part of any resulting 
contract: 


1. Standard form 382. 
2. MCP form 71-382-(5) dated March 24, 1953 and addenda 2 thereto, except 


that clause 36, entitled “Renegotiation”’, is hereby deleted and the following 
substituted in lieu thereof: 


“36. Renegotiation 


“(a) This contract shall be subject to any act of the Congress, whether hereto- 
fore or hereafter enacted and to the extent indicated therein, providing for the 
renegotiation of said contract and shail be deemed to contain all the provisions 
required by any such act without subsequent amendment of this contract 
specifically incorporating such provisions. 

“(b) The contractor agrees to insert the provisions of this clause, including 
this paragraph ‘(b)’ in subcontracts as defined in section 103 (C) of the Rene- 
gotiation Act of 1951 (P. L. 9, 82d Cong.) except any subcontracts of a class or 
type described in section 106 (A) of the Renegotiation Act of 1951. 

“(c) Nothing contained in this clause shall impose any renegotiation obliga- 
tion with respect to this contract or any subcontract hereunder which is not 
imposed by an act of Congress, heretofore or hereafter enacted”. 

3. PARO forms +4, 9-7 and 9—-10C. 

The following conditions must be imposed on this procurement: 

1. Any contract resulting from your proposal will be assigned a defense order 
rating under the provisions of National Production Authority Regulation No. 2. 
Allotments of controlled materials must be obtained by application to the appro- 
priate (1) Claimant Agency or (2) Industry Division of the National Production 
Authority as set forth in CMP Regulation No. 1. 

2. Within 60 days after completion of the proposed contract, you will furnish 
the contracting officer a statement, certified by the president, treasurer, or other 
chief financial officer of your firm, showing your aggregate costs of contract 
performance, the aggregate amounts of money received from the Government 
thereunder, and the profit or loss experienced thereon. 

3. If your proposal is favorably considered, an Air Force survey team may 
contact your facility for the purpose of determining your financial and technical 
ability to perform. 

The following information is also required to be included in your proposal : 

1. Three signed copies of DD form 633 (inclosed) for each of the alternate 
bids”. 

» 


2. Statements as to (a) whether or not you will require any Government 
financing (and is so, of what type) or additional employees (and if so, approxi- 
mately how many) to perform under any contract resulting from your proposal, 
and (b) whether or not the aggregate number of employees that your firm and 
its affiliates employ exceeds 500. 

3. An estimate of the percentage of subcontracting necessary for this procure- 
ment. 

4. This headquarters must have your representation as to whether or not (1) 
you have employed or retained any company or person (other than a full-time 
bona fide employee working solely for your firm) to solicit or secure the proposed 
contract, and (2) that you have or have not paid or agreed to pay to any person 
or company any fee, commission, percentage or brokerage fee, contingent upon or 
resulting from the award of the proposed contract. Further, you must agree to 
furnish information relating thereto as requested by the contracting officer. 

If you make an aflirmative reprsentation to either (1) or (2) above, the con- 
tracting officer may request you to furnish a complete standard form 119 (Dee. 
»2 ed.) entitled “Contractor’s Statement of Contingent or Other Fees for Solicit- 
ing or Securing Contract’. If you have previously furnished said form, you 
need only to state when the form was furnished, with what invitation for bids 
or request for proposal, and certify that said form would be applicable to this 
procurement. 
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Your proposal should contain a specific statement of acceptance of the terms 
and conditions outlined herein. Your proposal should be submitted in triplicate 
(all copies signed) direct to this headquarters, Attn: Mr. John C. Powell, 
MCPPLR6. At the same time 1 complete carbon copy of your proposal 
must be forwarded to the Los Angeles Air Procurement District, P. O. Box 2642, 
Terminal Annex, 155 W. Washington Boulevard, Los Angeles 54, Calif. It is 
requested that this headquarters may have your proposal within 20 days. 

Sincerely, 
Rosert BEcK, 
Chief, Accessories Unit, Armament Section, 
Electronics Branch, Procurement Division. 
Inecls: 
Table III, part A 
MCMTT exhibit No. 1-15 
AMC 1638C 
SF 32 
MCP 71-82-(5) 
Addenda 2 
PARO 4 
PARO 9-7 
9. PARO 9-10C 
10. DD form 633 (10 cys) 
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CENTURY ENGINEERS, INC., 
Burbank, Calif., March 18, 1954. 

Reference: Request for Proposal, 13 January 1954, Cluster Adapter, f/2.75” 

Rocket, Type MA-1, “BE. C. A. R. L. Launcher Assembly.’ Century En- 

gineers, Inc., Proposal 86012 
HEADQUARTERS, AIR MATERIEL COMMAND, 

Wright-Patterson Air Force Base, Ohio 
(Attention: Mr. John C. Powell, MCPPLR-6.) 

GENTLEMEN: In response to subject Request for Proposal, Century Engineers, 
Inec., presents for A. M. C. consideration and evaluation a proposed production 
program for 100,000 E. C. A. R. L. launcher assemblies. 

Enclosed are cost analysis forms DD633, submitted in triplicate, which include 
manufacturing costs, preparation of engineering data in accordance with table 
III, part A, and technical data in accordance with MCMTT exhibit No. 1-15. 

In order to provide continuous delivery of launchers to A. M. C., it is antici- 
pated that this program will be divided into two phases: Phase I, which will be 
accomplished during the period in which the production facility is being com- 
pleted wiil consist of the manufacture of approximately 6,000 units in accord- 
ance with present design and without use of production tooling or production 
facility ; phase II will consist of the manufacture of 94,000 units in accordance 
With improved design and utilizing production tooling, production methods, and 
production facility. 

We wish to point out that the present design was based on low volume fabri- 
cation methods and experimental type tooling, therefore, we feel that certain 
engineering changes in the design will result in a unit more suitable for high- 
volume production. These revisions will in no manner affect or change the 
function of the launcher. 

Delivery of the launcher units is to be in accordance with the estimated 
schedule of performance as shown on the enclosed production program chart. 
All deliveries are scheduled from the date of receipt of a signed contract. As 
will be apparent from the enclosed performance chart, it is estimated that a 
period of 6 months from date of signed contract will be required to plan and 
prepare the facility. 

The unit and total price for the 100,000 units is as follows: 


Quantity (units) __-_- ; : Re Peay ie 100, 000 
ol eg aves iS pa Re ae e $73. 69 
Total price_____- ee $7, 369, 180 
TYPE OF CONTRACT 


Contractor proposes that this procurement be covered by a fixed-price contract 
incorporating an incentive-type price redetermination clause which includes pro 
vision for interim revision of the target price. The extent to which the contractor 
and the Government will participate in any reduction in cost below the ceiling 
price and the point at which the interim revision of the target price is to take 
place will be negotiated and will be dependent upon the quantities of launchers 
ordered pursuant to this proposal. 

Shipments to be made F. 0. B. contractor's plant located at 9362 Glenoaks 
Blvd., Sun Valley, Calif., after inspection and acceptance by Government 
inspector at contractor’s premises. 

Units would be packed for shipment in accordance with accepted domestic 
packaging requirements, in containers of weather-resistant material and with 
shipments properly identified in accordance with A. M. C. Form 163C. 

If Century Engineers, Inc., is the recipient of contract covering this proposal, 
it is requested that authorization for progress payments be issued, details of 
which are to be negotiated to mutual satisfaction. 

Depending on the quantity of units ordered, it is estimated that contractor 
would require approximately 130 to 320 additional employees to satisfactorily 
perform under this contract. The aggregate number of current employees at 
present is 246. 

Contractor estimates that approximately 10 percent of total contract would 
require subcontracting services. 

Century Engineers, Inc., hereby represents that no company or person (other 
than a full-time bona fide employee working solely for Century Engineers, Inc.) 
has been retained or employed to solicit or secure the proposed contract. 


' 
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Contractor has not paid or agreed to pay to any person or company any fee, 
commission, percentage or brokerage fee, contingent upon or resulting from 
award of proposed contract, and agrees, if requested by contracting officer, 
to furnish information thereto. 

All terms and conditions as outlined in Air Materiel Command letter of 
January 13, 1954, relating to this proposal will be acceptable to Century 
Engineers, Inc. 

All contracts relating to this procurement should be directed to the principal 
offices of Century Engineers, Inc., which are located at 2741 N. Naomi Street, 
Burbank, Calif. 

CENTURY ENGINEERS, INC, 
Victor T. Koozin, 
Division Manager. 








662 AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 


APPENDIX 12 


Navy ProcureMent or Agro 6A Rocker LauncueEerR rrom Raptant 
MANUFACTURING CorP. 


Red es cE hee, «wet 














x 
x Vt Oe paGeer 
& 
= ARETE ca 
S 
3 Ss SRE 
Renae Rete cvovrct Shee Prec test SIRES j Sane meee me 
5 URI I. 4} RO, Reiieoes j 
$ + 
Be te 8H RG: TIMER awe 7 
mn é 
a 
Y a s thie’ } NAVAL SPEEDLETTER 
se F vw Permits chapesich cr informe! fangssage 
May be were -i) with enclosures. (2) im 


‘ wirciow arom (eee 87," « Fh) 
4 contents are net choemtied os monk 
Gential ov hughes, 13) os beth sown and 

mhawal amore 
S pr keeper R sheew af whe or of 
we OO YOHoOw Ss oY Corwen 






AAEM NO OOOO CON ROIRIECS AOR NARNIA LRRIONIA AIO IEE DEG SOLOBSLELE NAT PRALINE ER AARON AY 





5 ‘7 
act *enefseluriog Company, NOsis) 24-L4?-f refers. 





eR NC RNR AONE TH 


Acktves rently as tw 


ADDRESS: Rave hemes: « " : , 
ivige O° s DH). & ont chosnfied as 


Ue S, Beval Ammunation Tenpc Ce 
Shumker, orkanses poison 


i Inspector of Orinance 












ee 








AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 663 






tw: ‘sara Sacvcm ter ef Castemews ’ 
C.%. Sava sank hem Boye 


RAVAL CORMOLET ER 
} Parents dispotch of injores? a. 
Moy be cori (1) with seckeuen ¢ 
; [| & windaw envtlege trite Bi" ae 
° & cx vtente are ct Guat! let ast 
untied ag highs, (2) ts hesk saved ond 
Seis red Cw ene, 
fs prckesgened Sen shewis nf while ov ef 
Feid i ate coer: yellow, gow, ov grown. 
ER RNS ON SOLO NR SOS RON IESD HBO og Soon ae OR 
Dako Some Gs Bagot Saami onerege ~ feibape of fod sie request for 
Sad wr See 


4 AA LL 
' 








aS Remniee Sethe Sar POOR ef 4 Dee PK, wepeote? ehemfos) teceitcee of Che 
poe vime af the clegtrinal caonewier Os lenschess eomefestiersd Gy the Bottent 
*mtaetering Company. This Cmts we meperend with Gus Lemuetepe en vtieh 
tho pleted) eubger te asabel «1Gh ge topes Sigel. 94 man babes Shad 

oh uhlae mat Leen hed Reem sohet te Var a io e@hee eunipmest wh 34 Thcawnr. 
Te te wogenetet thet the fallaisg tefermetic: be ferwrtiad te we Chief ef the 
Baceen of sppanembies. 


®. tet me@ere of Lemaeteors affect’. 
% Che menor af Daattg face ctage fm ane ing, ov Bf « beecketene fe aa 
ete te, She 4 eavoer af Sealte geek ~inee. 

. — for te aiswtries’ sete ster areetetr yeaades 41. segm lee 
@ “ans Oe picted! antter s$¢h 22. senaaem eye . Kove ptagted® cvtiors 

pan withers Bae ercageesk ts op of fos aehicer ef “Be “ree 

gh tered 

oe iotery of sinter Artiowity seaceteuset Yr FA0 temskes at 

hat a Coes. wy. 


» 


in view of the ey of iin scowti tim, «chek cam woete: the ecutyecas tnoperadia, 
+% ke Comhewt ¢ & wengitae Se ute Mf She tagetibers th i tvpewd be fe Genteror 
Se ee tat te SiveeBuem Gemoang t feecueine ubethe faerie y troerie 
\. a. 


tte Lee 


















oe gg 0 grap mommence te sommes 
Res 
ho ty ieee 
| nen SENDS MALLING ADreESS 
. eel neeeeeierens 
; tee see ad 








664 AIR FORCE AND NAVY ROCKET LAUNCHER PROCUREMENT 


NOVEMBER 4, 1954. 
From: NAD Shumaker, Ark. 
To: BUAER AR457. 
INFO INSMAT CHGO 
BUORD MA3B-2 
GRNC 

Ref. Fonecon Nov. 3 between Morgan /BUAER/ and Peterson /NAD Shu- 
maker/ re Aero 6A launcher X 389. Reject launchers out of 462 Radiant lot 76 
for following defects: X 281, faulty latches; CCM 42, missing rods; CMM 35, dam- 
aged jack plugs; CMM 26, damaged itnervalometers; CMM 5, misc defects. X 


defects lot 75 same trend. X 1500 replacement intervalometers not received to 
date. 


U. S. Navat AMMUNITION DEPOT, 
Shumaker, Ark, November 9, 1954. 
From: Naval Inspector of Ordnance. 
To: Chief, Bureau of Aeronautics (AR-457). 
Subject: Aero 6A launchers received from Radiant Manufacturing Co., NOas 
54-147f ; condition of. 
1. Specific data concerning defects found in the subject material to date are 
as follows: 
LOT 76 (462 LAUNCHERS) 
Vumber 


Defect: of rejects 
SE AORN tie miarn eens eck Sina toe ee ae =“ee. 
enna SUNN UNG SIO Sh a a earecae poptrettin ermrente et asenaee 42 
Ie 2 52 as 0c deen eats tinccrasicn aoe eeeCiaia ailie-ec anne Bienes abi 35 
I IE TON, a. nisin enh deren eke imperilb bia al ib eehnteliesicalsi ee ee 


Bent latch 


sth cindy cdiilainaiees tip caatatae didin ili eaitiairens enipden acts tunding ibmneey chine diastibesanbemedh anliihiin thibis tin tn tendon » 
Arne a re es eect hase ea agee ms pee 5 
Damaged insulation on intervalometer lead_________ ai : : Z 
Damaged inside wall_....._....-. andeak tera enistiekasiidiid aurick ae bai ae i 1 
Damaged tube (inside) 1 
Bent tube 1 


SN i i aca ah te sisal’ bees es 389 
LOT 75 (528 LAUNCHERS) 
Defect : 

NE kc ale sn es er balan Te sl ciacaeaa 101 
Re see: Geiss ee Be Mink Sarl Be bak Se ees “ 9 
TE Cac WU 5 a esp ears eh ew ech nica reieeain 6 
I eee ad i a a a is Sa ac a TS 4 
RN Re UL NOG acces Shin octet ieee eae bean katie 2 
SNE CUNNR iiee eeene Sran e n as 2 
Pe I IY ct saa Pai sts ems seats ch cain as Sen ee ewe dx nace eee olf 2 

OS ish hired deaisicinctcccse a ee I 5 5 Ee bis thick cannes in i 126 

LOT 74 (527 LAUNCHERS) 
Defect : 

Mislocated latch............_. acc conscript ae Bi ame ee tes 122 
Loess or missing He rod... .......... a ST ii Rs cin 16 
sch ce vases egeliabubbeeaaia nied ia ooo. 9 
I aD si ck kd cs lesa eacSvch <td cunt GTS, Uae 6 
oda eS a a a ls 8 4 
= SU I i sc ascitic at ston plead GPA ai I ae 2 
SPITTING eo once Sculls * 2 
Damaged tube (inside) __~__________ suse sa ec idal tock hiss cd lan alts ks aie 2 

TUNE «Se ca a an Sia a a hl, ee ee 163 


2. The detent latches are mislocated toward the forward end of the launcher 


as much as one-half inch. Therefore, the motor lock cannot be properly seated 
against the front surface of the launcher, and the weight of the rocket is borne 
by the detent. This activity does not have the drawings pertinent to the con- 
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struction of the launcher and cannot determine if the package is dimensionally 
correct. However, it is understood, from discussion with a representative of 
the manufacturer, that the dimensions can be within tolerance and still allow 
the above condition to exist. Acceptability for loading of launchers with mis- 
located latches is requested. 

3. Damage to intervalometers and jack plugs occurs during assembly of the 
after pan at the manufacturer’s plant. If the steel clevis pin and jack plug are 
not located properly by the rubber band, the assembly of the pan causes the steel 
clevis pin to crush the intervalometer and the jack plug is crushed against the 
steel plate between two of the tubes. 

4. The star washer does not prevent the tie-rod nut from loosening during 
removal of the pan assemblies. These rods will be tightened or replaced at this 
depot, and are reported to draw attention to the inadequacy of the star washer 
to prevent the tie rod from loosening. 

5. If the Bureau desires, intervalometers can be removed from launchers that 
are defective for other reasons and used on launchers that have damaged inter- 
valometers or jack plugs. 

6. Additional defectives will be reported as they are accumulated. 


JOHN A, EPWARDs. 


NATIONAL FIREWORKS ORDNANCE CORP., 
Shumaker, Ark., December 8, 1954. 
From: Plant manager. 
To: Chief, Bureau of Aeronautics (Aer Ar—457). 
Via: Naval Inspector of Ordnance NAD, Shumaker, Ark. 
Subject : Condition of Aero 6A launchers ; report thereon. 
Reference: (a) NOrd 54-146—F. 
(b) NOrd 54-147-F. 
(c) BuOrd letter Ma3b—2-RFS: egw S79-5 (1) dated April 29, 1954. 
1. The below-listed information is forwarded in accordance with Reference 
(Cc): 
(a) Lot 15, containing 485 subject launchers, was received in accordance with 
reference (a), and utilized with the following rejects : 
(1) one; classified unserviceable due to missing latch—manufacturer’s fault. 
(b) Let 19, containing 504 subject launchers, was received in accordance with 
reference (@), and utilized with the following rejects : 
(1) One; classified unserviceable due to weak latch—manufacturer’s fault. 
(2) Eighty-six; classified repairable due to damaged jack plugs—manufac- 
turer's fault. 
(c) Let 64, containing 504 subject launchers, was received in accordance with 
reference (a), and utilized with the following rejects : 
(1) One; classified unserviceable due to damaged latch—manufacturer’s 
fault. 
(2) One: classified unserviceable due to missing latch—manufacturer’s fault. 
(3) Three; classified unserviceable due to weak latches—manufacturer’s 
fault. 
(4) Eight; classified repairable due to damaged jack plugs—manufacturer’s 
fault. 
(d) Lot 72, containing 504 subject launchers, was received in accordance with 
reference (a), and utilized with no rejects or repairs necessitated. 
(e) Lot 77, containing 270 subject launchers, was received in accordance with 
reference (a), and utilized with the following rejects: 
(1) One; classified unserviceable due to damaged latch—manufacturer’s fault. 
(2) One; classified unserviceable due to weak latch—manufacturer’s fault. 
(f) Lot 79, containing 485 subject launchers, was received in accordance with 
reference (a), and utilized with no rejects or repairs necessitated. 
(g) Lot 80, containing 44 subject launchers, was received in accordance with 
reference (a), and utilized with the following reject : 
(1) One; classified unserviceable due to damaged launcher—manufacturer’s 
fault. 
(h) Lot 67, containing 528 subject launchers, was received in accordance with 
reference (Db), and utilized with the following rejects : 
(1) Four hundred and twenty-seven; classified unserviceable due to latches 
being too high—manufacturer’s fault. 
(2) One; damaged intervalometer replaced. 
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(i) Lot 68, containing 528 subject launchers, was received in accordance with 
reference (0), and utilized with the following rejects : 

(1) Three hundred and eighty-seven; classified unserviceable due to latches 
being too high—manufacturer’s fault. 

(2) Six; damaged intervalometers replaced. 

(j) Lot 69, containing 528 subject launchers, was received in accordance with 
reference (b), and utilized with the following rejects: 

(1) Three hundred and three; classified unserviceable due to latches being 
too high—manufacturer’s fault. 

(2) Two; classified unserviceable due to damaged latches—manufacturer’s 
fault. 

(3) One: classified unserviceable due to missing lateh—manufaturer's fault. 

(4) One; classified unserviceable due to damaged launcher. 

(k) Lot 70, containing 528 subject launchers, was received in accordance with 
reference (6b), and utilized with the following rejects: 

(1) Two hundred; classified unserviceable due to latches being too high 
manufacturer’s fault. 

(2) One; classified unserviceable due to tubes being too small—manufact- 
urer’s fault. 

(3) Two; classified unserviceable due to damaged latches—manufacturer’s 
fault. 

(4) Three; damaged intervalometers replaced. 

(1) Lot 71, containing 528 subject launchers, was received in accordance with 
reference (0b), and utilized with the following rejects: 

(1) One hundred and twenty-nine; classified unserviceable due to latches 
being too high—manufacturer’s fault. 

(2) One; classified unservicable due to missing lateh—manufacturer’s fault. 

(3) Three; classified unserviceable due to tubes being too small—manufac- 
turer’s fault. 

(4) Four; classified unserviceable due to damaged latches—manufacturer’s 
fault. 

(m) Lot 72, containing 527 subject launchers, was received in accordance 
with reference (0b), and utilized with the following rejects: 

(1) Three: classified unservicable due to weak latches—manufacturer’s fault. 

(2) Five; classified unserviceable due to damaged latches—manufacturer's 
fault. 

(3) One hundred and nineteen: Classified unserviceable due to latches being 
too high—manufacturer’s fault. 

(4) Three: classified unserviceable due to tubes being too small—manufac- 
turer’s fault. 

(5) Four; damaged intervalometers replaced. 

(n) Lot 73, containing 530 subject launchers, was received in accordance with 
reference (0), and utilized with the following rejects : 

(1) One hundred and one; classified unserviceable due to latches beings too 
high—manufacturer’s fault. 

(2) One: classified unserviceable due to missing latch—mannufacturer’s fault. 

(3) Nine; classified unserviceable due to damaged latches—manufacturer’s 
fault. 

(4) Two; classified unserviceable due to weak latches—manufacturer’s fault. 

(5) Five; classified unserviceable due to tube being too small—manufacturer’s 
fault. 

(6) Three; damaged intervalometers replaced. 

(o) Lot 74, containing 527 subject launchers, was received in accordance with 
reference (6), and utilized with the following rejects: 

(1) Two hundred and thirty-four; classified unserviceable due to latches being 
too high—manufacturer’s fault. 

(2) Eleven; classified unserviceable due to tubes being too small—manufac- 





turer’s fault. ' 
(3) One; classified unserviceable due to weak latch—manufacturer’s fault. j 
(4) Four; classified repairable due to tie rods being broken or misplaced j 
during screening. j 
(5) Four; classified repairable due to missing tie reds. 
(6) Seven; damaged intervalometers replaced. 
(p) Lot 75, containing 528 subject launchers, was received in accordance with 
reference (0) and utilized with the following rejects: 
(1) One hundred fifteen; classified unserviceable due to latches being too 


high; manufacturer’s fault. 





"> 
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(2) Four; classified unserviceable due to damaged latches; manufacturer's 
fault. 

(3) Two; classified unserviceable due to damaged tubes; manufacturer’s 
fault. 

(4) Two; classified unserviceable due to tubes being too small; manufac- 
turer’s fault. 

(5) Nine; classified repairable due to damaged tie rods. 

(6) Seven; classified repairable due to missing tie rods. 

(7) Seventeen ; damaged intervalometers replaced. 

(q) Lot 76, containing 462 subject launchers, was received in accordance 
with reference (bd), and utilized with the following rejects : 

(1) Two hundred seventy-one; classified unserviceable due to latches being 
too high; manufacturer’s fault. 

(2) Five; classified unserviceable due to damaged latches: manufacturer’s 
fault. 

(3) Five; classified unserviceable due to weak latches; manufacturer’s fault. 

(4) One; classified unserviceable due to damaged latch and outside wall: 
manufacturer’s fault. 

(5) One; classified unserviceable due to damaged launcher outside wall: 
manufacturer's fault. 

(6) One; classified unserviceable due to bent tube; manufacturer's fault. 

(7) Twenty-one; classified repairable due to damaged tie rods. 

(8) Twenty-one; classified repairable due to missing tie rods. 


(9) Sixty-three; damaged intervalometers replaced. 
A. H. Biro, Plant Manager. 


NATIONAL FIREWORKS ORDNANCE CorpP., 
Shumaker, Ark., December 10, 1954. 
From: Plant manager. 
To: Chief, Bureau of Aeronautics (Aer Ar—457). 
Via: Naval Inspector of Ordnance, NAD, Shumaker, Ark. 
Subj: Condition of Aero 6A launchers; report thereon. 
Ref: (a) NOrd 54-147-F. 
(6) BuOrd itr Ma3b-2-RFS: egw S79-5(1) dtd 29 Apr 1954. 
1. The below-listed information is forwarded in accordance with reference 
(db): 
(a) Lot 23, containing 528 subject launchers, was received in accordance with 
reference (a), and utilized with the following repairs and/or rejects : 
(1) Two hundred sixty-six; classified unserviceable due to latches located 
too high; manufacturer’s fault. 
(2) One; classified unserviceable due to pitted rust; manufacturer’s fault. 
(3) Two; classified unserviceable due to damaged latches; manufacturer's 
fault. 
(4) One; classified unserviceable due to weak latches: manufacturer's fault. 
(5) Twenty-one; damaged intervalometers replaced. 
(b) Lot 24, containing 529 subject launchers, was received in accordance 
with reference (a), and utilized with the following repairs and/or rejects: 
(1) One hundred fifty-eight; classified unserviceable due to latches located 
too high; manufacturer’s fault. 
(2) Four; classified unserviceable due to damaged latches: manufacturer's 
fault. 
(3) One; classified unserviceable due to missing latch; manufacturer’s fault. 
(4) One; classified unserviceable due to damaged tube (inside wall). 
(5) One; classified unserviceable due to inside tube defective: manufacturer's 
fault. 
(6) Sixteen; damaged intervalometers replaced. 
(7) Ten; tie rods replaced. 
A. H. Biro, Plant Manager. 


94005-—57 44 
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NATIONAL FIREWORKS ORDNANCE CorpP., 
Shumaker, Ark., May 4, 1955. 
From: Plant manager. 
To: Chief, Bureau of Aeronautics (AR—-457). 
Via: Naval Inspector of Ordnance, NAD, Shumaker, Ark. 
Subj: Modified motor lock plugs, areo 6A launchers; comments pertaining 
thereto. 
Ref: (a) BuAer ltr Aer—AR—457/17 of 22 Apr 1955 
(b) NIO ltr X16 HLD: ar Ser 1591 of 26 Apr 1955 

1. Reference (a) indicated that failure of the motor lock plug to set properly 
Was considered the responsibility of the manufacturer, and requested specific 
action be undertaken by the Naval Inspector of Ordnance. 

2. The operating contractor, by reference (0b), Was requested to forward the 
information and estimates required by paragraph 3 of reference (a) ; therefore, 
the information contained herein is forwarded : 

(a) To date, approximately 16,000 motor lock plugs have been modified, 
and/or, are presently in the process of being modified. It is estimated that the 
cost of this modification will approximate $1,440. This estimate is based upon 
the following: 


(1) $0.04 each, direct labor multiplied by 16,000 equal to se S640 
(2) 125 percent overhead, or $0.05 multiplied by 16,000 equal to SOO 
(3) Total saan ce sap citi asad: aaa _ 1,440 


(b) It is estimated that an additional 50,000 plugs will require modification, 
with the cost approximating $3,375. This estimate is based upon the following: 


(1) $0.03 each direct labor multiplied by 50,000 equal to___- . $1, 500 
(2) 125 percent overhead, or $0.0875 multiplied by 50,000 equal to 1,875 
(3) Total . ; ~. oe ato 


3. The reduction in direct labor charges, of from $0.04 to $0.03, is based upon 
improving the modification procedure and methods during a more extensive 
program. The 125 percent overhead figure is utilized as a standard estimating 
factor when performing services beyond the scope of NOrd 11771. 

A. H. Biro, Plant Manager. 





{Telephone conversation ] 
Refer to No. A9-8, RRPear 
May 4, 1955. 
Originator : Lt. (jg) R. R. Peterson, Cdr Delaney & Geo. Koury (NAD Shumaker), 
together with H. D. Medford of Radiant Mfg. Co. 
Person called: Mr. Lee Morgan, BuAer (AR-457), Washington, D. C. 
Subject: Aero 6A launcher; manufacturer’s responsibility for defective detents 
on. 

Lt. Peterson told Mr. Morgan that, in light of the Bureau's decision to only 
classify as manufacturer's rejects those launchers which head defects that left 
no question as to responsibility, Shumaker was reluctant to attempt to repair 
any launchers that have protruding latches by utilization of the tool which we 
had previously discussed with him. It is felt locally that if this matter were 
referred to a court for decision that it might be proven Shumaker had altered 
or tampered with those launchers and that, therefore, there would be no further 
responsibility by the manufacturer. In fact, Shumaker would like to have some 
criteria established so it could be definitely decided which defects were or were 
not manufacturer’s responsibility. 

Mr. Morgan stated he felt the best way to handle this situation would be to 
have Radiant send him a letter stating that Shumaker repair protruding latches { 
by using this tool and that Radiant would accept responsibility for defective de- 
tents in any case. 


ee 
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Mr. Medford then told Mr. Morgan he would contact Mr. Peterson, president of 
Radiant, tonight and have him initiate action to the Bureau of Aeronautics indi- 
cating Radiant’s desires concerning manufacturer responsibility in cases such 
as this. 

JoHN A. EDWARDS, 
H. L. DELANEY, Cdr., USN 
(By direction). 
Original to: Chief clerk’s office. Copies to: Offices concerned : Mr. Lee Morgan, 


BuAer (AR-457) ; Mr. H. D. Medford, Radiant Mfg. Co.; NFOC Shumaker, D’s 
file X16. 


NATIONAL FIREWORKS ORDNANCE CorpP., 
Shumaker, Ark., May 12, 1955. 
From: Plant manager. 
To: Chief, Bureau of Aeronautics (AR-457). 
Via : Naval Inspector of Ordnance, NAD, Shumaker, Ark. 
Subject: Defective Aero 6A launchers presently in stock at this activity; com- 
ments pertaining thereto, 
Reference: (@) NIO ltr X16HLD : ar Ser 1582 of 26 Apr. 1955 
(b) BuAer (AR-457) Dispatch 29/1802Z Apr 1955 
(c) NIOltr XI6HLD: ar Ser 1658 of 2 May 1955 
1. The packaging of 2’’75 FFAR rocket motor assemblies in Aero 6A launch- 
ers, aS authorized by, and in accordance with, reference (@) was recently rein- 
itiated. By reference (c) the operating contractor was requested to comply 
with reference (b) ; i. e., rescreen defective launchers derived from packaging 
operations completed to date, and advise BuAer as to the quantity of defectives 
which could be determined to be the responsibility of the various manufacturers. 
2. The quantity of defectives derived from packaging operations at this ac- 
tivity, and the operating contractor's opinion as to the responsibility relative 
thereto, have been forwarded previously to BuAer with copies to Ma3b-2; how- 
ever, based upon the opinion stated by BuAer, and furnished the operating con- 
tractor by the NIO in reference (@) ; i. e., that launchers which have been loaded 
and/or an attempt is made to load, cannot properly be considered a manufac- 
turer’s reject, none of the defectives presently on hand can be determined to be 
the manufacturer's responsibility. 
3. Disposition instructions for the defective launchers presently on hand will 
be the subject of separate correspondence. 


A. H. Biro, Plant manager. 


May 16, 1955. 
First Endorsement on NFOC ltr GK: br/275m of May 12, 1955 to BuAer (AR—457) 
via NIO Shumaker Ark. 
From: Naval Inspector of Ordinance. 
To: Chief, Bureau of Aeronautics (AR—-457). 
Subj: Defective Aero 6A launchers presently in stock at this activity ; comments 
pertaining to. 

1. Forwarded. 

2. Although the launchers referred to in the basic correspondence cannot prop- 
erly be classified as “manufacturer's responsibility” according to the present inter- 
pretation of the term, the Bureau is advised that defects that occur in the subject 
items are not always apparent until a round has been inserted into the launcher 
tube. However, if whether or not an attempt has been made to load a launcher 
is to be the criteria for classifying a defective as either a manufacturer or depot 
responsibility, this office is of the opinion that the operating contractor at this 
depot should not be asked to alter or adjust launchers by tightening tie rods, 
suppressing detents, et cetera unless the manufacturer will accept responsibility 
in all cases for launchers which cannot be loaded after this adjusting is done. 

3. Approximately 2,900 Aero 6A launchers manufactured by Radiant Manu- 
facturing Co., originally rejected for high latches and where modified motor lock 
plugs may permit packaging of rocket motors, remain to be screened on the load 
line when Aero 6A launcher packaging is resumed. When this screening operation 
has been completed disposition instructions will be requested for all rejected 
launchers. 

Joun A. EDWARDS, 
H. L. DEANY 
(By direction). 
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RADIANT MANUFACTURING CORP., 
Chicago, [li., October 20, 1954. 
To: Bureau of Aeronautics, Washington 25, D. C. 
Via: Inspector of Naval Material, 608 South Dearborn Street, Chicago, Ill. 
Subject: Contract No. 54-147f (NOas). 

Gentlemen: Of the 792 launchers returned by Shumaker Field, we reworked 
two launchers and returned them for their inspection. The report back from 
Shumaker Field indicates that the method of repair is satisfactory. However, it 
is interesting to note that they mention one launcher had one tube with a pro- 
truding detent lu.ch. These launchers were inspected by the undersigned per- 
sonally, before they left for Shumaker Field and there was no protruding latch. 

We took a rocket and pushed and worked the tube so that the fin of the 
launcher hit the detent and by so doing were able to creat the protruding latch 
they mention. We therefore feel that launchers with protruding latches are not 
our responsibility and we do not think they should be returned to us for repair 
or rework. It is strictly carelessness in loading and if loading personnel would 
make certain that the fin of the rocket did not interfere with the detent, there 
would be no protruding latches. 

We are certain if you will investigate this matter you will find that we are 
entirely correct. Of the 792 launchers, quite a few were rejected because of pro- 
truding latches. Some disposition will be required of these launchers because 
this condition cannot be repaired and at the same time it is a condition not the 
fault of the manufacturer. 

Yours very truly, 
K. L. PETERSEN, 
Vice President in Charge of Operations. 
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Navy ProcurReMENT or Agro 6A Rocker LAuNcHuer From Spra-Con 
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THE Spra-Con Co., 
Chicago 18, Ill., May 21, 1958. 
Reference—Aer—CT-16 
Request No. MA-3-6818-53 
DEPARTMENT OF THE NAVY, 
Bureau of Aeronautics, 
Washington 25, D. C. 


Dear Sir: Please be advised that in order to operate under the manufactur- 
ing burden as set forth in NAVEXOS-1164 this request and final execution and 
delivery of subject contract will be performed at Cincinnati Industrial Finishing 
Co., 1736 Dreman Street, Cincinnati, Ohio. 

The above company is a special contracts division operating now and in the 
past under Spra-Con subcontracts and directed from the home organization. 

All correspondence in the future is to be directed to the Cincinnati address to 
the attention of Mr. J. Spaulding, president. 

Yours very truly, 
J. Harrison, Vice President and Secretary. 


THE SprA-Con Co., 
Chicago, 1U., July 24, 1953. 


Subject: Contract NOas 54-146—-F Aero 6A rocket launcher, code 241506—Z. 
U.S. NAvy DEPARTMENT, BUREAU OF AERONAUTICS, 
C/T-24, Washington, D.C. 

GENTLEMEN: We are in receipt of your Government day letter dated July 24, 
1953, relative to the subject contract for the manufacture of 40,000 rocket 
launchers at a total price of $1,692,000 in accordance with BU/Aer specifications 
153-C and related drawings, requesting deliveries of 4,000 per month, com- 
mencing in November 1953. 

Inasmuch as my past letter explained the position of the Spra-Con Co. relative 
to the manufacture of the above subject contract, it is hereby requested that 
this wire and necessary correspondence relative to the above be directed to 
Cincinnati Industrial Finishing Co., 1736 Dreman Ave., Cincinnati, Ohio, atten- 
tion of Mr. Joseph Spaulding. 

Trusting the above corrects your paperwork, I am 

Yours very truly, 
THE Spra-Con Co., 
J. HARRISON. 


DEPARTMENT OF THE NAVY, 
BUREAU OF AERONAUTICS, 
Washington 25, D.C., July 29, 1953. 
The Spra-Con Co., 
3600 Elston Avenue, 
Chicago 18, Ill. 

GENTLEMEN: The United States Government, acting through the Bureau of 
Aeronautics, hereby offers to enter with you into the proposed contract, NOas 
54-146-f three copies of which are enclosed herewith. 

If this contract is acceptable to you without revisions or reservations, please 
sign all three copies in accordance with the enclosed instructions for execution. 
One copy is for your retention and the remaining two copies are to be returned 
to this Bureau, attention CT-483. Two confirmed copies will be forwarded to 
you after receipt by the Government of the executed copies. 

If the contract is acceptable and is executed by you in accordance with the 
above instructions, the following information applies : 

(a) The sheet entitled “Instructions to Inspectors” which is attached to the 
contract identifies the naval inspector who has been assigned cognizance of 
the contract and gives instructions to such inspector. The Bureau of Aero- 
nautics may at any time change such instructions, or assign cognizance of the 
contract to another naval inspector. The contracting officer has designated 
the cognizant naval inspector as the authorized representative of the contract- 
ing officer for purposes of administering the contract in accordance with current 
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directives relating to the Material Inspection Service, USN. In appropriate 
eases the cognizant naval inspector may delegate some or all of his duties to 
a representative of another military department under established procedures 
governing local or formal inspection interchange agreements, and in such event 
the cognizant naval inspector will act as liaison between the Bureau of Aero- 
nautics and the person to whom the duties have been delegated with respect to 
such duties. 

(b) Your attention is invited to the sections of this contract dealing with 
applicable tax provisions. 

(c) If the provisions of the Walsh-Healey Act are applicable to the subject 
contract, you are required to display the enclosed poster in a conspicuous place 
in your plant. 

(d@) If the material being procured under this contract is classified class 
A under the controlled materials program, CMP-4A, allotment applications 
should be submitted to the Director of Aircraft Production Resources Agency 
(MCLAPP), Wright-Patterson Air Force Base, Ohio. 

A conference was held in this Bureau on July 28, 1953, between your Mr. 
J. Knoebel and members of the contracts division and BuAer counsel. It is 
the understanding of this Bureau that you are desirous of subcontracting all 
the work under this contract to the Cincinnati Industrial Finishing Co. 

This will advise you that the contracting officer hereby gives his consent to 
the subcontracting of all the work under this contract to that company. 

If this proposed contract is not acceptable to you, please do not sign any 
copies but return all three accompanied by a letter, in duplicate, setting forth 
your objections thereto. 

If you cannot either execute the copies of the contract or return them with 
a statement of your objections thereto within 15 days, you are requested to 
advise this Bureau the reasons therefor. 

Sincerely yours, 
JAMES S. TASSIN, 
Contracting Officer, Bureau of Aeronautics. 





a ' 


APRIL 19, 1954. | 


From: Plant manager. 
To: Chief, Bureau of Ordnance (Ma3b-2). i 
Via: Naval Inspector of Ordnance, NAD, Shumaker, Ark. 
Subj: Condition of Aero 6A launchers: report thereon. 
Ref: (a) NOrd 54-146—F. 

(b) DuOrd Itr Ma3b-2HFS :egiw S79-5(1) of Feb. 25, 1954. 

1. In accordance with reference (b), the below listed information is forwarded 
relative to reference (a) : 

(a) Lot 4, containing 492 subject launchers, was received and utilized with the i 
following rejects and/or repairs necessitated : 

(1) One: classified as unserviceable because of weak latch in launcher tube. 

(2) One; nuts tightened on tie rods. 

(3) Eighteen; required removal of bottom pan, and proper locating of jack 
plug, as connector had been allowed to fall down into one of the launcher tubes. 

(4) Thirty-five; holding plugs necessitated thread chasing. 

(5) One: nuts on tie rods replaced. 

(b) Lot 7, containnig 504 subject launchers, was received and utilized with the 
following rejects and/or repairs necessitated : 

(1) Five; nuts on tie rods replaced. 

(2) Nine; nuts tightened on tie rods. 

(3) Fifty-two; holding plugs necessitated thread chasing. 

(4) Five hundred and four: required removal of bottom pan, and proper locat- 
ing of jack plug, as connector had been allowed to fall down into one of the 
launcher tubes. 

(c) Lot 8, containing 504 subject launchers, was received and utilized with the 
following rejects and/or repairs necessitated : 

(1) Two; nuts on tie rods replaced. 

(2) Forty-seven; holding plugs necessitated thread chasing. 

(3) Five hundred and fonr; required removal of bottom pan, and proper locat- 
ing of jack plug, as connector had been allowed to fall down into one of the 
launcher tubes. 
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(ad) Lot 9, contaning 504 subject launchers, was received and utilized with the 
following rejects and/or repairs necessitated : 

(1) Six; holding plugs necessitated thread chasing. 

(2) Eight; nuts tightened on tie rods. 

(3) Three; nuts on tie rods replaced. 

(4) Five hundred and four; required removal of bottom pan, and proper 
locating of jack plug. 

(e) Lot 10, containing 49-subject launchers, was received and utilized with the 
following rejects and/or repairs necessitated : 

(1) Five; nuts on tie rods replaced. 

(2) Twelve; nuts tightened on tie rods. 

(3) Four hundred and ninety-four ; required removal of bottom pan, and proper 
locating of jack plug. 

2. The above information is forwarded as requested by reference (}), and it is 
requested that the manufacturer be advised of the defects revealed in his product 
during use by the operating contractor. 


A. H. Bren, Plant Manager. 


APRIL 30, 19544. 


From: Plan Manager 
To: Chief, Bureau of Ordnance (Ma3b-2) 
Via: Naval Inspector of Ordnance 
NAD, Shumaker, Ark. 
Subj: Condition of Aero 6A Launchers; Report Thereon 
Ref : (a) NOrd 54-146—-F 


(b) BuOrd itr Ma3b-2 HFS :egw S78—-5(1) of 25 Feb. 1954 

1. In accordance with reference (b), the below listed information is forwarded 
relative to reference (@) : 

(a) Lot 16, containing 504 subject launchers, was received and utilized with 
the following rejects and repairs necessitated : 

(1) Five; holding plugs necessitated thread chasing. 

(2) Nine; nuts replaced on tie rods. 

(3) Seventeen; nuts tightened on tie rods. 

(4) Five hundred and four; required removal of bottom pan, and proper 
locating of jack plug. 

(5) One; classified unserviceable because of weak latch in launcher tube. 

(b) Lot 18, containing 504 subject launchers, was received and utilized with 
the following rejects and repairs necessitated : 

(1) Six; holding plugs necessitated thread chasing. 

(2) Eight; nuts replaced on tie rods. 

(3) Fourteen; nuts tightened on tie rods. 

(4) Five hundred and four; required removal of bottom pan, and proper 
locating of jack plug. 

(c) Lot 20, containing 504 subject launchers, was received and utilized with 
the following rejects and repairs necessitated : 

(1) Four: nuts tightened on tie rods. 

(2) Five hundred and four; required removal of bottom pan, and proper 
locating of jack plug. 

(3) One: classified as unserviceable because of damaged latch in launcher 
tube. 

(d) Lot 21, containing 504 subject launchers, was received and utilized with 
the following rejects and repairs necessitated : 

(1) One; nuts tightened on tie rods. 

(2) Five hundred and four; required removal of bottom pan, and proper 
locating of jack plug. 

(e) Lot 25, containing 504 subject launchers, was received and utilized with 
the following rejects and repairs necessitated : 

(1) Thirteen; nuts replaced on tie rods. 

(2) Seventeen; nuts tightened on tie rods. 

(3) Five hundred and four; required removal of bottom pan, and proper 
locating of jack plug. 

2. The above information is forwarded as requested by reference (}), and it is 
requested that the manufacturer be advised of the defects revealed in his product 
during use by the operating contractor. 
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DEPARTMENT OF THE NAVY, 
BUREAU OF AERONAUTICS, 

Washington 25, D. C., May 13, 1954. 
Memorandum 
From: Components Purchase Branch. 
To: Documents Branch. 
Subj: Contact NOas 54-146f with Spra-Con Co., Amendment No. 1 thereto. 
Ref: (@) BuAer ltr serial 131454 dtd Oct 5, 1953. 

1. Pursuant to section 2, changes, cognizant technical personnel has requestea 
that subject contract be amended to increase the contract price in the sum of 
$127,200 to provide for 32 changes in specifications. 

2. Reference (a) directed the contractor to make changes per enclosure. The 
contractor, in accordance with the change procedure, submitted a cost break- 
down. This breakdown compares with the breakdown of Century Industries 
and Radiant Manufacturing Co., the two companies producing the same rocket 
launcher under companion contracts as follows (see attached breakdown) : 

3. The following items were questioned and disposed of by negotiation : 

(a) B 50 decal.—This item was somewhat out of line and was questioned. It 
was set aside for consideration in arriving at a final price. At that time, it was 
left as originally proposed, inasmuch as it was at most only $200 out of line and 
it was necessary to leave it in to get an even figure of $100,000 for the entire 
amendment. This figure simplified the contractor’s billing. | 

(b) B 63 resist circuit—Here the contractor’s proposal was out of line in the 
computation of his labor. The proposal was twice as high as that of Century 
Industries and four times as high as Radiant’s. The latter was using 1 man, 
where the contractor here was employing 5. The contractor explained this by 
saying that Radiant “simply did not know what they were doing.” The accept- 
ance and deliveries by Radiant indicated otherwise, and this was pointed out 
to the contractor. The proposed price of $9,600 was finally reduced by $5,900 
to $3,700. 

(c) C 80 tube.—In the new proposal submitted by the contractor, which pro- 
posal was requested by the negotiator because of insufficient detail, the con- 
tractor made no charge for this item. Experience had shown no costs were 
incurred in production. This saving reduced the proposal by $5,600. 

(d) D 94 fairing—Again the price at $12,800 was out of line with the con- 
tractor’s competitors. Century Industries proposed $7,280 and Radiant set 
down no charge. The contractor again made the charge that Radiant did not 
know what they were doing, that Century should be considerably below them 
because of prior knowledge of the change required. The latter charge is falla- 
cious. Although Century may have appreciated the need of a change prior to 
the time that Spra-Con and Radiant did, nevertheless, it must be assumed that 
Century based their proposal on the same specifications as did Spra-Con. The 
undersigned insisted on a reduction. The figure arrived at was $5,900. 

(e) Pallet—Here the contractor’s price was $10,000 higher than the low 
price. After considerable argument, this excess price was eliminated. A few 
general remarks should be made in connection with this negotiation. It 
was an acrimonious meeting with numerous charges being made by the con- 
tractor’s representatives that the undersigned negotiator was being arbitrary, 
obstinate, and unreasonable. It was pointed out by the representatives that 
these were the actual costs, that any reduction below these proposed figures 
would constitute a loss to them. 

On the other hand. the undersigned negotiator was aware of these facts. 
First, all contractors bid on the same specifications, so whether one contractor 
knew of the changes sooner than another is irrelevant. Second, Lee Morgan of 
armaments section stated on two different occasions that Mr. Heimann, a part- 
ner of Cincinnati Industrial Finishing Co., subcontractors to Spra-Con, had 
told him that Cincinnati was making so much money on this contract they were 
embarrassed. Third, Cincinnati was doing almost 100 percent of the work on 
the Spra-Con contract and that their insistent stand was based more than likely 
on the need for a double profit. Fourth, Spra-Con’s proposed administrative | 





burden on the amendment was 20 percent as against 4 percent on the basic 
contract. s3ased on these facts and the comparative figures attached, the under- 
signed negotiator insisted on the reduction made. 
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The total reduction arrived at was $27,400, computed as follows: 


BOG in a cic hleneldtte acd Selcinddee ese meee Te el i ee $5, 900 
© Ws ein candle ts és! tba tee eh pb oe ae ee 5, 600 
1, eee ee eee ee 5, 900 
ook catecinscsctint Se bak bcclaneabnk eee alae acs io cet cenes ieh acted ene 10, 000 


27, 400 
This reduction gave a net figure of $99,800. This price was changed to $100,000 
to simplify billing for the contractor. 
4. Based on the foregoing, an amendment to increase the price $100,000 is 
approved. ' 
LCdr. Water F. Perrit, Negotiator. 


May 24, 1954. 
From: Plant Manager 
To: Chief, Bureau of Aeronautics (Aer Ar—457) 
Via: Naval Inspector of Ordnance NAD, Shumaker, Ark. 
Subj: Condition of Aero 6A Launchers ; Report Thereon 
Ref: (a) NOrd 54-146-F 
(b) BuOrd ltr Ma3b—2—-RFS :egw S79-5(1) dtd 29 Apr 1954 

1. In accordance with Reference (b), the below listed information is for- 
warded relative to reference (@): 

(a) Lot 22, containing 502 subject launchers, was received in accordance 
with reference (a), and utilized with the following rejects and repairs neces- 
sitated : 

(1) Four; nuts replaced on tie rods. 

(2) Six; nuts tightened on tie rods. 

(3) Five hundred and two; proper locating of jack plug. 

(4) One; classified unserviceable because of damaged latch. 

(b) Lot 23, containing 504 subject launchers, was received in accordance with 
Reference (a), and utilized with the following repairs necessitated : 

(1) Seven; nuts replaced on tie rods. 

(2) Twelve; nuts tightened on tie rods. 

(3) Five hundred and four; proper locating of jack plug. 

(c) Lot 24, containing 504 subject launchers, was received in accordance with 
Reference (a), and utilized with the following rejects and repairs necessitated: 

(1) Three; nuts replaced on tie rods. 

(2) Seven; nuts tightened on tie rods. 

(3) Five hundred and four; proper locating of jack plug. 

(4) One; classified as unserviceable because of weak latch. 

2. The above information is forwarded as requested by reference (b). 


A. H. Biro, Plant Manager. 


May 28, 1954. 
From: Plant Manager 
To: Chief, Bureau of Aeronautics (Aer Ar—457) 
Via: Naval Inspector of Ordnance NAD, Shumaker, Ark. 
Subj: Condition of Aero 6A Launchers ; Report Thereon 
Ref: (a) NOrd 54-146-F 
(b) BuOrd ltr Ma3b—2-RFS : egw S79-5(1) dtd 29 Apr 1954 

1. In accordance with reference (6), the below listed information is for- 
warded relative to reference (@) : 

(a) Lot 26, containing 504 subject launchers, was received in accordance 
with reference (a), and utilized with the following repairs and reject neces- 
sitated : 

(1) Five; nuts replaced on tie rods. 

(2) Nine; nuts tightened on tie rods. 

(3) Three hundred and ninety-six; proper locating of jack plug. 

2. The above information is forwarded as requested by reference ()b). 


A. H. Birp, Plant Manager. 
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AppENDIXx 14 


Navy Procurement or Arro 6A Rocker LAuNCHER FRomM CENTURY 
INpUSTRIES CorP. 


DEPARTMENT OF THE Navy, 
BuREAU OF AERONAUTICS, 
Washington 25, D. C., July 30, 1953. 
From: Chief, Bureau of Aeronautics 
To: General Services Administration, Director, Ninth Regional Office, 49 Fourth 
Street, San Francisco, Calif. 
Subj.: Rental Agreement with Century Industries Corp., San Pedro, Calif. 


1. The Bureau of Aeronautics is entering into a contract with the Century 
Industries Corporation, 1600 Wilmington, San Pedro Road, for the manufacture 
of a quantity of 40,000 rocket launcher packages with a total contract price in 
excess of $1.8 million. Performance of this contract will require the use of facili- 
ties covered by your rental agreement with Century Industries Corp. 

2. Under rental agreement the contractor is charged a $2,000 monthly sum 
for the buildings and equipment therein, and is assessed an additional charge 
at the rate of 5 percent of selling price up to $1.5 million, and at the rate of 
1 percent of selling price in excess of $1.3 million. 

3. Since no commercial business is conducted, nor is any commercial manu- 
facturing performed in this Government facility, it is requested that the rental 
agreement be modified so as to effect a savings to this bureau as a result of the 
deletion of that portion of the rental assessment. 

4. It will be greatly appreciated if this bureau is informed of the action taken 
by General Services Administration at the earliest opportunity. 

R. L. SAVAGE, 


DECEMBER 8, 1954. 
To: Century Industries Corp. 
From: Chief, Bureau of Aeronautics. 
Via: Inspector of Naval Material, Los Angeles, Calif. 
Subj: Contract NOas 54-145f, Century Industries Corporation, contractor; 
rejection of launchers 
Enel: (1) One copy Century Industries Corp. ltr Ser. 108-ILB-92354 of 23 Sep 
1954 
(2) One copy Century Industries Corp ltr Ser 127—-ILB—102954 of 29 
Oct 1954 

1. Enclosures (1) and (2) are forwarded for the information, comment, and 
retention by the Inspector of Naval Material, Los Angeles, Calif. 

2. In enclosure (1) the contractor discussed the failures, in firing tests, of 
launchers representing lots 29, 31, 52,-53, 71, 72, and offered his opinion of the 
cause for the failures. Quality control methods employed by the contractor and 
the results of tests performed on paper tubes and plastic were also discussed. 
The contractor concluded that the failures should be considered as “distinc- 
tions” affecting neither safety to aircraft nor reliability of the equipment and 
recommended that the Chief of the Bureau of Aeronautics accept the rejected 
lots of launchers without further test or rework. In enclosure (2) the con- 
tractor amended enclosure (1) to add an additional paragraph “EK” which 
stated that if so desired by the Chief of the Bureau of Aeronautics the contractor 
is prepared to apply additional plastic coating to the rejected launchers at no 
additional cost to the Government. 

3. The Chief of the Bureau of Aeronautics does not concur with the contrac- 
tor’s recommendation. The disintegration of launchers in flight is considered a 
hazardous condition to both the firing aircraft and other aircraft which could 
be flying through the debris. The rockets themselves project debris such as 
nozzle seals, contact buttons, or other rocket ejects. This minor debris is un- 
avoidably inherent in rocket firing and is accepted as a calculated risk. Photo- 
graphic evidence of firings of production lot samples at the NAD Shumaker 
prove that the debris from a disintegrated launcher can consist of four foot 
lengths of steel rod, 10’’ diameter steel bulkheads, large pieces of plastic coated 
paper from the thick outer casing, steel detents, etc. These debris will have 
an unpredictable trajectory when a launcher disintegrates on firing and con- 
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stitute a dangerous and unacceptable hazard to flight. It is for this reason 
that the specification covering this contract requires that during the firing tests 
the center sections “are to sustain no damage except peeling and darkening of 
the inside surface of the tubes, minor tube ruptures, and bending or breaking of 
the contact wires of the intervolometer.” 

4. It is the opinion of the Chief of the Bureau of Aeronautics that despite 
the contractor’s efforts to produce acceptable launchers it appears that adequate 
quality control was not maintained and that the strength of all the launchers 
is marginal. This opinion is supported by the fact that 23 lots manufactured 
by Century Industries were rejected in initial firing tests, or 28.8 percent of 
the total lots produced. Of the other launcher manufacturers, one experienced 
no firing failures, while the other experienced only two failures. 

5. For the above reasons the contractor’s proposal of enclosure (1) is rejected. 
The contractor is requested to complete the requirements of the contract. If the 
contractor elects to furnish new launchers, sample testing will be conducted in 
the Same manner employed heretofore. In this connection, it is satisfactory to 
the Chief of the Bureau of Aeronautics for the contractor to salvage parts of 
the rejected launchers exclusive of tubes and outer casings and the end bulk- 
heads. If, however, the contractor elects to attempt correction of the deficien- 
cies in the launchers of the rejected lots by applying additional plastic coating 
on each l:uncher, as proposed in enclosure (2), such proposal is acceptable; 
provided that (a) it will be accomplished at no increase in contract price; 
(b) the test quantities per lot will be increased to eight and the cost of all 
rockets fired will be borne by the contractor; and (c) if any of the repaired 
launchers fail in firing tests, the affected lot will be considered finally rejected 
and further recommendations for rework and retest of such launchers will not 
be considered. 

C. E. EkKstTrRom, 
Assistant Chief for Material and Services. 


DEPARTMENT OF THE Navy, 
OFFICE OF INSPECTOR OF NAVAL MATERIAL, 
Los Angeles, Calif., May 10, 1955. 
CENTURY INDUSTRIES CORP., 
1600 Wilmington-San Pedro Road, 
San Pedro, Calif. 
Subject: Contract NOas 54-145-f-Aero 6A launcher packages; information on, 
forwarding of 
GENTLEMEN: By instructions from the Chief, Bureau of Aeronautics, enclo- 
sure (1) is forwarded for your review. 
It is requested that the film, enclosure (1), be returned to this activity not 
later than May 25, 1955. 
Very truly yours, 
R. B. CRAWForD, Commander USNR. 


Encl: (1) One reel special rocket firing of CIC rocket launchers at NAD, 
Shumaker. 

Copy to: BuAer (code 457) (less encl.) (Ref: Your ltr Aer—-AR-457/20 of 26 
Apr 1955 to InsMat-—LA). 


DEPARTMENT OF THE Navy, 
BUREAU OF AERONAUTICS, 
Washington 25, D. C., October 24, 1955. 
From: Chief, Bureau of Aeronautics. 
To: Century Industries Corp., 1600 Wilmington-San Pedro Road, San Pedro, 
Calif. 

Via : Inspector of Naval Material, Los Angeles, Calif. 
Subj: Century Industries Corp. ; request for facilities assistance. 
Ref : (a) Century Industries Corp., ltr of Aug. 29, 1955, w/end. 
Encl: (1) Century Industries Corp. facilities proposal of June 23, 1955. 

1. By enclosure (1), Century Industries Corp., San Pedro, Calif., requested 
the Bureau of Aeronautics to provide facilities assistance in the amount of 
$15,000 as an amendment to facilities contract NOa 53-110. The proposal states 
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that the additional assistance is needed to bring the Government-owned equip- 
ment up to adequate standard of operation and to comply with fire and health 
department requests. Further, by reference (a), Century Industries advised 
that the Government facilities are being used currently on Air Force Contract 
AF 33 (600) 23547. 

2. The Bureau of Aeronautics has reviewed the facilities proposal and refer- 
ence (a). It is noted that Century Industries has very limited current and 
foreseeable future Bureau of Aeronautics contracts which warrant or necessi- 
tate the retention and use of these facilities by the company. Therefore, it is 
considered appropriate at this time to require the contractor to again justify re- 
tention of present facilities beyond December 31, 1955. 

3. In view of the above and since the Air Force contract is scheduled for 
completion in December 1955, this Bureau does not consider it feasible to amend 
contract NOa 538-110 to provide any additional facilities assistance to your 
company. Accordingly, the subject request is rejected and enclosure (1) is 
being returned herewith. 

R. A. BATH 
(By direction). 








